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INTERNATIONAL AFFAIRS 
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THE WORLD ECONOMIC CONFERENCE! 


By Tue Rt. Hon. SiR HERBERT SAMUEL, G.C.B., 
G.B.E., M.P. 


At the Lausanne Conference it was decided that as speedily 
as could be—that proved to mean after nearly a year’s delay— 
an International Conference should be summoned by the League 
of Nations to discuss monetary and economic questions. This 
Conference may give us some concrete results for two reasons. 

The first is that the desperate character of the world’s 
economic situation is being realised now as it never has been 
hitherto, and the causes of it are being realised also, though as 
yet the remedies are not very clearly seen. We all of us know 
that it is in the main the catastrophic fall of the price of primary 
commodities which is responsible for the situation. In the 
Economist I recently saw a table which gives the prices of primary 
products as they have been in recent years and as they are to- 
day. I do not propose to quote many statistics this evening, 
but perhaps you may permit me to remind you of these because 
they are of the very essence of the situation. The index-number : 
is given of coffee, cotton, rubber, silk, tea, sugar, tin, and wheat, 
taken together, and the average of the years 1923-25 is taken as 
100. Prices have declined as follows : 


1923-25 . ; , i ; . 100 
1927 . , : ‘ ; ‘ ~. le 
1928 . ; ‘ : ; ‘ ‘ i 
1929 . ‘ . ‘ ‘ ‘ k . 69 
1930 . ‘ ‘ ; : : . 43 
I93I . ‘ ; . ; : ; . 30 
1932 . . 26 


The latest figure, for February 1933, is 24:9. 
That is to say that throughout the world where farmers and 
producers received the value of {100 they now are receiving only 
£25. It can only be described as catastrophic. 


1 Address given at Chatham House on May 23rd, 1933, Sir Walter Layton, 
C.H., C.B.E., in the Chair. 
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The consequence is that the producers of these commodities 
throughout the world are able to buy many fewer manufactured 
products, and great numbers of people are thrown out of work 
through lack of demand for what they produce; that the values 
of securities in general have fallen very greatly, and industrialists 
who wish to borrow from their banks and to give securities as 
cover, can only get much smaller advances; that all financial 
institutions that depend on farm mortgages for their revenues, 
as great numbers of institutions do in the United States, are in 
a very insecure position, because their income is seriously reduced 
while their liabilities usually are not much decreased; and that, 
furthermore, countries which owe debts overseas have great 
difficulty in paying them, because they are receiving so much less 
for the commodities which they produce and export. As a 
result, finding difficulties in making payments, these countries 
have to restrict exchange and prevent people from sending money 
abroad. The consequence is that countries which send goods to — 
them, as we do to the Argentine Republic and other countries, 
cannot get payment for their goods and therefore the goods are 
not manufactured. 

So we have a collapse of the economy of the world and we 
experience the conditions in which we are living to-day. Here 
in Great Britain the effect of it is seen, among other ways, in 
our Budget. Unemployment is so rife that the cost to the State 
is equal to an income tax of Is. 6d. in the £. The incomes of the 
population are so decreased that the shrinkage of revenue from 
surtax and income tax is equal to another charge of Is. 6d. in 
the £. So 3s. in the £ of our income tax is really the result of 
unemployment and the shrinkage of trade. 

The actual facts with regard to trade are shown by the follow- 
ing figures, the latest being for the first quarter of this year, 
taken from the Economic Intelligence Service of the League of 
Nations. World trade in thousand millions of gold dollars for 
the first quarter of each of the last four years : 


1929 . ‘ : , . : : - ‘X15 
1930 . ; ; : ‘ ; : ~ 
Ig3I . ; ; : . , ;  - 
1932 . ‘ ‘ ; ‘ ‘ ; ; & 
1933 - ; . ; ; : : : 


The measure in money of the world’s trade in the short period 
from 1929 until now, therefore, has fallen from 15 to 5 thousand 
million gold dollars, that is, by two-thirds. In volume of world 
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trade the fall is not nearly so great, but in actual volume the 
fall has been 26 or 27 per cent. In April exports and imports 
were declining still further, so the tendencies are still proceeding. 

That is the grim situation we have to face. Nothing like it 
has ever been known in the whole economic history of the world, 
a collapse so sudden, so universal, and so extreme, and it may 
be that the representatives of the world’s governments, meeting 
together in London, will be so impressed by the extreme gravity 
of the position that they may be induced to take more effective 
measures than have been the outcome of previous conferences. 

A second reason why one may derive a certain optimism from 
pessimism is on account of the badness of the state of economic 
affairs in the United States of America. The closing of all the 
banks brought home to the whole people the parlous state in 
which their country is, and President Roosevelt’s heroic efforts 
to redeem the situation show that that country is fully alive to 
the gravity of the position. It may be that the American 
Delegation to the World Economic Conference will be a powerful 
and effective force in insisting that definite measures should be 
taken, 


That being the situation with which the Conference is called 
upon to deal, the question that arises is, what measures can it 
be expected to take? Here I think that no individual person’s 
opinion is of very great value. I think it better to fortify myself 
by giving you opinions that come with the authority of experts 
who were gathered together by the League of Nations to prepare 
for this Conference and who met at Geneva a few months ago. 
The Committee consisted of representatives invited by the 
Governments of Germany, Belgium, Great Britain, China, the 
United States, France, India, Italy, and Japan, together with 
six specialists nominated by the League Council as experts in 
financial and economic questions respectively, two representatives 
of the Bank for International Settlements, and one member 
appointed by the Commission itself. It was assisted by repre- 
sentatives of the International Labour Organisation and the 
International Institute of Agriculture in Rome. Amazing as ‘it 
may seem, this body of experts presented a unanimous report. 
It is true that sometimes they only achieved unanimity at the 
expense of precision—some of the recommendations are rather 
vague—but it is remarkable that there was no minority report 


1 LEAGUE oF Nations. Monetary and Economic Conference: Draft Anno- 
tated Agenda submitted by the Preparatory Commission of Experts, January 
1933. (C.48. M.18. 1933. II.) 
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and no dissentient note. I do not know whether I may assume 
that you have not all read and studied this Report, but on that 
assumption I would give you the gist of a great part of it. ‘It is 
the most authoritative document that has been presented to the 
nations in connection with the present economic situation. 

In the first place, they summarise the facts, some of which 
I have already given you. They mention that in the chief 
countries of the world at least thirty millions of working people 
are unemployed, and they say that is certainly an under-estimate. 
If you add the families of these unemployed workers it means 
a population, whose bread-winners are idle, of at least a hundred 
millions of people. They refer to the catastrophic fall in prices 
which IJ have already mentioned, and incidentally, as an example, 
they say that the price of wheat at Winnipeg last winter was the 
lowest price of wheat in any important market for over four 
hundred years. They refer to the fall in the world’s production, 
and as an illustration they mention that the United States steel 
industry at the close of 1932 was operating at only ten per cent. 
of capacity. Ninety per cent. of the United States steel industry 
was idle. They refer to the monetary situation and point out 
that half the world, at that date, was off the gold standard; since 
then, of course, the United States also has gone off gold. No 
fewer than forty countries have imposed restrictions upon 
exchange, which means that they have made difficult the pay- 
ment for any goods which other countries wish to send to them. 

The experts summarised the needs of the whole situation in 
this paragraph, which is really the gist of the report, apart from 
monetary questions : 


“In essence, the necessary programme is one of economic dis- 
armament. In the movement towards economic reconciliation, the 
Armistice was signed at Lausanne; the London Conference must 
draft the Treaty of Peace. Failure in this critical undertaking threatens 
a world-wide adoption of ideals of national self-sufficiency which cut 
unmistakably athwart the lines of economic development. 

“Such a choice would shake the whole system of international 
finance to its foundations; standards of living would be lowered, and 
the social system as we know it could hardly survive.” } 


It is impossible for any responsible body of men to use language 
of greater emphasis than that. It is vital to the whole existing 
civilisation of our countries that there should be a measure of 
economic disarmament, that we should abandon the hope of 


1 Op. cit., p. 6. 
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national self-sufficiency, that we should realise the interdepen- 
dence of the world. They end the paragraph by saying, 


“ The responsibility of Governments is clear and inescapable.” 


With that there came to my mind an old Burmese saying, “‘ There 
are in the world five great evils, fire, flood, storms, robbers, 
rulers.” Undoubtedly the present situation is very largely due 
to the faults of politicians and statesmen. 

For example, take one of the main causes of the fall in prices 
and the failure until quite recently to secure any effective 
recovery. It is the existence of large stocks of commodities. 
So long as there are large stocks which may be put upon the 
market at any moment, the market is in favour of the buyer. 
He will only pay a small sum for his commodities, because he will 
never know when fresh stocks may be thrown on the market, 
and if he has paid too much he will lose heavily. Merchants 
will not carry stocks of their own for fear of a further fall in the 
market. This situation is largely due to the endeavours of 
American politicians to keep up prices. About a third of the 
population of the United States is engaged in producing wheat 
and cotton, and when prices began to fall heavily, they clamoured 
loudly for political action to help them. The United States 
Congress, under the late administration, set up the Federal 
Farm Board to help the farmer, and the Federal Farm Board, 
backed by an enormous appropriation of capital, bought up 
huge stocks of wheat and cotton from the farmers in order to 
hold them until prices were better and to relieve the farmers 
who had large quantities to sell. Everything seemed admirable. 
Canada did the same and formed the Canadian Wheat Pool, 
which took over from the farmers their stocks of wheat and gave 
them a remunerative price. What happened as a consequence 
was that a colossal quantity of goods in the hands of the Federal 
Farm Board and the Wheat Pool was overhanging the market, 
and instead of keeping prices up, they fell more and more heavily. 
The existence of these stocks was one of the main causes of the 
intensification of the fall of prices which was then proceeding. 
Further, the farmers were encouraged to continue production 
while markets were already glutted. President Roosevelt in his 
recent book! describes the operations of the Federal Farm 
Board as “ futile and costly.”’ It has had a most disastrous effect 


on the whole world. 
These were efforts to maintain prices and to save the American 


1 Looking Forward. 1933. London: Heinemann. 
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farmers. As so often happens with the efforts of statesmen, the 
consequences are precisely the opposite of those which the well- 
intentioned persons had in view. The present stocks in hand 
are still exceedingly heavy and this is one of the essential elements 
in the whole situation. I again quote from the Economist. The 
index of world stocks of primary products, taking the years 
1923-25 as 100, is as follows : 


1926 . ; ; : : : ; . 134 
1927 . ‘ ; ‘ ; : ; . 144 
I9g3I . ; : ; ; ‘ ; . 264 
1932 . ‘ , F ; ‘ ‘ . 263 
1933 (Jan.) . ‘ ; ‘ : " . 265 


So the world stocks in hand of the primary commodities are 
just about twice what they were seven years ago. So long as 
that situation exists it will be extraordinarily difficult to secure 
anything in the nature of a general rise of world prices. 

The League Preparatory Commission of experts in relation 
to that say this: 

““. . . the question requires to be considered whether, particularly 
in the case of certain primary commodities where large stocks are 
overhanging the markets, a better level of prices could not be obtained 
by the regulation of exports or production. Such an arrangement 
could be of special importance in the case of wheat, the cultivation of 
which represents the livelihood of a large proportion of mankind.” 4 
That runs somewhat counter to their own recommendation in 
the matter of restrictions, and that is one of the many dilemmas 
which the members of the World Economic Conference are called 
upon to face. 

Turning to another matter, the experts say that they make 
no recommendation with regard to War Debts, because it is not 
within their terms of reference. But they cannot refrain, 
although outside their terms of reference, from saying this : 

“In our opinion it is essential that this question shall be settled 
and that the settlement shall relieve the world of further anxiety 
concerning the disturbing effects of such payments upon financial, 
economic, and currency stability. Until there is such a settlemeni, 
or the definite prospect of such a settlement, these debts will remain 
an insuperable barrier to economic and financial reconstruction.” 2 


We are told definitely that the World Economic Conference 

will not deal officially with the debts question, but at the same 

time parallel discussions will probably proceed in London, which 
1 Op. cit., p. 8. 2 Op. cit., p. 7. 
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may, or again which may not, reach a solution of this difficult 
matter. 

Senator Borah, until recently Chairman of the Foreign 
Relations Committee of the American Senate, in a recent speech 
declared that so far as he was concerned he would not adopt an 
uncompromising position on the question of the debts. He said, 
“We are losing more every day in the way of falling values than 
the debt amounts to per day.” He had been saying in his speech 
that the troubles of the world were really due to the War, and to 
the persistence of Europe in maintaining great armaments, and 
to the mismanagement of the silver question. That is where 
he puts the responsibility. He goes on to say: 

“Tf the debts can be utilised for the purpose of bringing about 
those conditions which we desire, I am, for myself, perfectly willing 
to utilise them, but I am not willing to cancel debts, to reduce debts, 
or to postpone the payment of debts, and have Europe go ahead with 
a programme which has practically sunk the world into its present 
economic condition.” 

So the responsibility that some of us are disposed to put on the 
United States to a considerable degree, the United States puts 
on Europe. 

My point is that so far as Senator Borah represents American 
opinion, and in this matter perhaps he does represent a large 
part of constructive American opinion, they will not adopt a 
quite uncompromising attitude about War Debts, but will make 
any concession in regard to it conditional upon the establishment 
of such conditions in Europe as they think will conduce to world 
recovery. 

Next there comes the proposal of the experts that the world 
should re-establish a stable international monetary standard, 
which they think must be based on gold. One of the worst 
features of the present situation is that there has been risk of a 
currency war being added to the tariff wars and the quota wars 
—a competition in the depreciation of currencies. When this 
country went off gold, it was for the moment a great advantage 
to our exporting industries. Depreciation of national currency 
hinders imports and assists exports, and in the months after 
we went off gold there was quite a little boom in British export 
industries, and many mills in Yorkshire and Lancashire and 
elsewhere reopened. We were forced off gold against our will, 
but Lancashire benefited, and our trade in the Far East and else- 
where for the moment was stimulated. Not long ago there was 
a great fall in the value of the Japanese currency. The yen 

R2 
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went to something like half its previous value, and as a conse- 
quence the Japanese export trade was enormously stimulated 
and the agencies of the Lancashire firms in the Far East found 
it impossible to compete with Japan. Japan could receive in 
yen an amount much the same as before, while their customers 
in other countries paid in their own currencies much less than 
before. So the Japanese export trade increased enormously, 
and various mills in Lancashire and elsewhere have been closed 
in the last few weeks and months largely for that reason. In 
my own constituency in Lancashire, the Darwen Division, where 
the principal town is devoted mainly to cotton, when this country 
went off gold several mills were reopened and the figures for 
unemployment went down. When the Japanese yen declined, 
several mills were closed, the unemployment figures went up and 
now they are at their highest, and half of the whole of the adult 
population of this Lancashire town of Darwen, which is typical 
of many others, are at present unemployed. 

So this question of stabilising currencies is really essential if 
we are to recover the normal steady course of trade. It un- 
questionably will be one of the main issues before the World 
Economic Conference. And asan aspect of the currency question, 
the silver situation will undoubtedly be one of the many problems 
which the Conference will have to face, if only because the 
Americans attach such great importance to it. Not only Senator 
Borah, but other representatives of the silver states, and many 
powerful interests in America, look upon silver as an important 
factor in the whole of this business. For my own part, I very 
much doubt if there is any great progress to be made along those 
lines. Although considerable advantage would be gained if the 
present price of silver could be raised somewhat and stabilised, 
I do not see the successful outcome of our troubles simply along 
the lines of remonetising silver. 

In the endeavour to raise the general level of commodity 
prices, which is the essence of the whole matter, there is this 
point to be remembered, that there is nothing particularly 
sacred about the 1929 level of prices, or about the 1924 level of 
prices. It may be that it was quite right that there should have 
been a fall, and a fairly considerable fall, in the price of many 
commodities, although it has gone far beyond all legitimate or 
wholesome limits. For example, the mechanisation of agricul- 
ture and the more scientific use of fertilisers, by means of which 
more is produced from the land in the United States and in many 
other countries than was produced before with the same expen- 








> Ke WO 4A Rn. ete Oo Het Os STH eh Dt OO Um 


o> het FS OLD 








1933] THE WORLD ECONOMIC CONFERENCE. 447 


diture of labour and money, would legitimately bring about a 
fall in the price of those commodities. Better methods in many 
industries would do the same. The fall in the price of rubber 
to what was regarded as the preposterously low figure of two- 
pence a pound produced, which meant ruin to a number of rubber 
companies, was largely due to developments in the methods of 
rubber production. The other day I saw that Sir Eric Geddes, 
the Chairman of the Dunlop Rubber Company, drew attention 
to the great reduction that had taken place in the costs of pro- 
duction on the Dunlop rubber plantations, and declared that 
in the current year the cost was less than twopence per pound 
produced, and he was looking forward to still further reductions 
as a result of increased production and trade. ‘‘ When this 
result,” he said, “‘ is achieved, as we believe it will be, the present 
so-called low prices for rubber will not be found to be unprofitable.” 

That is a very important factor in the situation. There is 
no reason in the nature of things why a watch should cost £5 
or {2 as it used to do. You can get a good watch now for five 
or ten shillings, and there is no reason to suppose that these 
watches are produced at a loss. When thermos flasks were 
first introduced they were a luxury of the rich, costing £2 or £3. 
Now you can get them for Is. 11d. There is no reason why what 
have been customary prices should be regarded as permanent 
prices, and there is no reason why countries should make a terrific 
effort to get back to anything like the prices of 1924 or 1929. If 
people speculated at that time and bought farm lands, or mills, or 
ships at high prices, and now find they are faced by considerable 
loss, it is not necessary for the world at large to come to their rescue 
on that ground. Similarly, if mortgage institutions lent money 
to farmers when prices were at the top and prices have now gone 
down, there again is no reason why we should seek to restore a 
very high level of prices. But the fall has been so extreme and 
catastrophic that it is right the World Economic Conference 
should take what measures it can to secure some considerable 
recovery. 

Each country, however, seeking to raise its own prices, seeking 
to save its own farmers and its own manufacturers, tries to adjust 
things by raising the level of its own prices, regardless of what 
is happening elsewhere, irrespective of a long-range policy which 
shall be advantageous to the whole world, that is, a policy of 
full freedom from trade restrictions. Each country, and Great 
Britain recently among them, in self-defence as is alleged, strives 
to keep up prices by tariffs or by restricting imports by quotas. 
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Each country says, ‘‘ We have to some extent saved our farmers 
from collapse by keeping up domestic prices.” France, Germany, 
Italy say the same thing, and all the countries in turn have 
adopted these measures. The effect again is, of course, to dam 
up the stocks of commodities in other countries; they are pre- 
vented from flowing, and in the long run world prices are kept 
lower than they otherwise would be. 

Here let me refer again to the experts at Geneva and their 
unanimous report. In another striking passage they say : 

“Every country seeks to defend its economy by imposing restric- 
tions cn imports, which in the end involve a contraction in its exports. 
All seek to sell but not to buy.” Such a policy must inevitably lead 
to an increasing paralysis of international trade. Governments should 
set themselves to re-establish the normal interchange of commodities. 

“Every effort should be made to secure a general agreement for 
the progressive relaxation, and the-complete abrogation at the earliest 
possible date, of the emergency measures—prohibitions, quotas, etc.— 
imposed as a result of the crisis. At the same time, it will be necessary 
for the Governments to reconsider recent economic tendencies in so 
far as these are reflected in excessive tariffs, and to arrive at under- 
standings for the moderation and stabilising of tariff policies in the 
future.”’ + 
There is a clear recommendation, quite specific and definite, 
unanimously agreed to by these experts from all countries. 
But unfortunately ministers of the various governments still 
express views in precisely the opposite sense, when they are 
looking at the immediate problem that faces them in their own 
departments. 

I do not want to introduce matters of political controversy, 
but it is, I think, quite proper to refer to a speech, which was 
printed in The Times for May 19th, 1933, by the Minister of 
Agriculture, Major Walter Elliot, at the Council of Agriculture 
for England. Major Elliot is at the moment engaged with great 
energy and ability in carrying into law the policy of regulation 
of agricultural products. At the end of his speech he is reported 
as using these words, and as I quote them I will ask you to recall 
the words I have just read from the report of the League 
Commission of experts : 

“ He added that he was certain that the Government was on the 
right lines. The organisation of the producers at home and the re- 
striction of imports from abroad were the two cardinal points of their 
policy, and the restriction by every means, whether by tariff, embargo, 
or quota, woiild be used. (Cheers.) ” 

1 OP. cit., p. 9.. 
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There you see the dilemma in which the British Government 
and the governments of most countries are placed, the conflict 
between the immediate necessity of those who are looking for a 
short-range policy that will save them, as they think, from 
immediate disaster, and the long-range policy, which, adopted 
throughout the world, will help to restore the prosperity of every 
country. That is the dilemma in which the Economic Conference 
will find itself, and the great obstacle by which it will be almost 
immediately faced. 

The League Commission of experts also strongly urge, as I 
have said, the abolition of exchange restrictions, and maintaining 
the stability of budgets. They deprecate inflation. And they 
also deprecate somewhat the policy of national development 
with a view to giving employment—the policy of using capital, 
which is at present lying idle and unused, to carry out public 
works or to encourage undertakings by private enterprise, in 
order to add to the equipment of the nations. They use rather 
guarded language : 

“ The suggestion [they say] is often made that Governments and 
other authorities should actively increase the purchasing power in 
the hands of the public by extensive schemes for public expenditure, 
financed by borrowings from the market. If such a policy were not 
kept within reasonable limits, and if it were to result in deteriorating 
government credit, debt conversions might be interfered with and the 
lowering of long-term interest rates delayed.” } 


That, no doubt, is quite true, but when that is said not all is said. 
It may be that such a policy could be adopted, and yet could be 
kept within reasonable limits, without deteriorating government 
credit or interfering with debt conversions. 

That is a matter on which there has been a great deal of 
difference of opinion in Great Britain. Some of us have long 
advocated that such a policy should be pursued. At the time 
of the financial crisis in I93I we were all agreed, however, that 
it had to be suspended for the time being, because then the 
essential thing was to re-establish government credit, to stop 
borrowing, and if possible to secure the advantages of cheap 
money. Consequently all government borrowing that could be 
avoided was stopped. Possibly the process went too far at that 
time, but at all events very drastic measures were taken and this 
form of borrowing was cut off. But as soon as financial con- 
fidence was restored, and especially after the War Loan Con- 
version, many of us wished it to be resumed. The Treasury, 

1 Op. cit., p. 20. 
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however, took a different view and the House of Commons was 
told that schemes of that kind would effect very little, would 
give very little employment, would be damaging to the national 
credit, and in the long run would do more harm than good. 

Rather surprisingly, when the Prime Minister was in the 
United States recently, he issued a statemeni in conjunction with 
President Roosevelt in which this sentence appears : 


“Enterprise must be stimulated by creating conditions favourable 
to business recovery and governments can contribute by the develop- 
ment of appropriate programmes of capital expenditure.” 


. That is a distinct modification of the previous attitude that had 
been taken on behalf of the British Government, and I, for one, 
trust that it may be an indication that appropriate programmes 
of.capital expenditure will, in fact, be prepared and that effective 
action will be taken along those lines. The policy in general is 
supported by our leading economists, including those who are 
in this room, and by Sir Arthur Salter as well, who has advocated 
it recently in very emphatic terms. 

I think I am right in saying that the experts’ report makes 
no reference to the suggestion that the hours of labour should 
be shortened as a means of bringing more people inte employ- 
ment. Personally I am very sceptical as to the merits of that 
particular proposal, which has attracted a great deal of attention. 
If the forty-hour week were introduced, it would either be 
accompanied by a corresponding lowering of wages or it would 
not. If wages were lowered, if each working man were to receive 
less money for a forty-hour week than for a forty-eight hour week, 
then there would be less consumptive power by one-sixth on the 
part of those persons employed; and even if a certain number 
of other people were brought in, we should be no better off than 
now so far as demand for goods was cencerned, and might be worse 
. off. Most of those who make the proposal suggest, however, 
that wages should not be lowered, that the same amount should 
be pail for the forty-hour week as for the forty-eight hour week. 
In that case the cost of production must be considerably raised. 
It is true that prices would be raised, but that would bring no 
increased profit to the producer. 

It is necessary to raise prices by increasing demand and not 
merely by making things dearer to produce. It is obvious that 
if every factory in the country were to stop work for ten minutes 
in every hour, if all the machinery stopped and the work-people 
were standing idle, and yet everybody was receiving the same 
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amount of money in wages, the factories would be running at a 
loss, or else they would have to put up prices considerably. 
Any proposal to reduce hours from forty-eight to forty, while 
maintaining the money income of the workers at the same figure, 
must increase the cost of production of those factories. If this 
were done universally over the whole world and were to be en- 
forced, it is conceivable that not much harm would be done; 
but it is doubtful whether it could be done over the whole world ; 
and if some country, Japan let us say, or Italy, were not to 
adopt this plan, or having adopted it were not to enforce it, it 
is obvious that it would sweep away its competitors and gain 
the trade for which they are competing with one another. The 
depression would be increased in a number of the countries of 
the world. Furthermore, this scheme of reducing the forty- 
eight hour*week to a forty-hour week is not applicable to agri- 
culture. And lastly, the mechanisation of industry which is 
given as a reason for it is not universal. It applies to certain 
manufacturing industries, but not by any means to all,and there . 
would be very great inequality in the operation of such a scheme. 

The fundamental question which the world has to ask itself 
at the Economic Conference and which the economists have to 
answer is this: Can you rely in the present day upon the old 
forces of supply and demand to govern the economic life of the 
world, with price as the regulator? Price hitherto has been the 
regulator as between supply and.demand. If supply has been 
excessive in proportion to demand, prices fall, people are dis- 
couraged from producing, less is produced, the glut is ended, 
and markets are restored. Conversely, if more is demanded 
than is produced, prices rise, people are encouraged to produce 
more, and by the equalisation of supply and demand prices fall 
to their normal level again. Or if there must be regulation, 
can it be effected by the trades themselves, operating together 
by agreement and voluntarily regulating supply to demand, 
without waiting for the harsh pressure of prices which may at 
times bring ruin? That is one possible course. 

The other is to look forward to a world in which governments 
regulate these things, in which governments are to say that the 
interaction of supply and demand no longer meets the situation, 
that its working is too costly and disastrous, and that we must 
regulate the flow of commodities consciously by economic plan- 
ning; with a general system of quotas, of allocations of how 
much is to be produced, through agreements between govern- 
ments. This has been attempted with regard to meat supplies. 
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It must obviously be worked by some international machinery, 
with some supreme authority which should say, for example, 
how many sheep may be produced in Australia, how many sheep - 
may be produced in South Africa, how many in Scotland, how 
many in Wales, and will provide markets for the sheep accord- 
ingly. You would have to say how much sugar is to be produced 
in each country, and then you would have to decide whether you 
are going to regulate it purely on economic grounds or to allow 
national considerations to come in. For example, is beet sugar 
to be produced in Norfolk and Lincolnshire with heavy subsidies 
from the British taxpayer, seeing that beet sugar here yields 
14 tons of sugar per acre while cane sugar in Java produces six 
tons per acre—four times as much with considerably less cost : 
of production? Is the world to say that nevertheless it is such 
an advantage to the farmers in the eastern counties of England 
to be paid a remunerative price for their sugar crop that it shall 
still be allowed to be grown there, if the British taxpayer is 
willing to pay? These problems introduce all kinds of political 
and, national considerations, and the root question is whether 
these shall be allowed a place or whether we shall be limited to 
economic and commercial considerations. 

Or thirdly, should there be a combination of the two, side 
by side? This new machinery, which is controlled by the State, 
which adopts regulative measures because of exceptional emer- 
gencies, should it exist only for the time being, looking forward 
to the day when the normal forces of supply and demand shall 
again have full play? I leave these problems for your con- 
sideration. 

I would add that the International Chamber of Commerce 
has recently met, and has passed resolutions in a sense almost 
identical with those of the League Commission of experts. 

The experts have drawn up an Agenda for the Economic 
Conference. The word “ Agenda” means literally “ things that 
must be done.’’ Whether they will, in fact, be done, as I said at 
the beginning, is another matter. There was a similar conference 
of experts at Geneva as long ago as 1927, which was attended by 
Sir Walter Layton. They also were unanimous and the proposals 
they made were substantially the same as these made six years 
later. Nothing was done. Whether we shall arrive now at 
solutions along these lines is problematic. 

Mr. Hull, the new Secretary of State in the United States, 
said recently that his country had been one of the leaders in the 
movement recognised in recent years as economic. nationalism, 
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and now, when every nation as a result found itself flat on its back 
economically, it was high time to recognise that American re- 
sponsibility involved leadership in a movement in the opposite 
direction. He was ready to believe that all nations, the United 
States among them, had been starved down sufficiently to incline 
them to listen to new proposals for application to the new world 
—a world in which a total foreign trade of 50,000 million dollars 
had sunk to between 12,000 million and 18,000 million, and was 
still shrinking. 

But, on the other hand, Mr. Bernard Baruch and Professor 
Moley, a great economic authority in the United States, have 
struck a note of doubt and uncertainty as to the possibility of 
arriving at any solutions along those lines. 

The crux before the World Economic Conference will be 
whether the forces that make for greater collaboration, and are 
prepared to adopt a long-range policy, will overcome the forces 
of economic nationalism which have brought the world to its 
present situation and are Still so powerful. It may be, though 
I think it highly unlikely, that we shall find that all the countries 
are ready to go all the way that is needed. If not, and that is 
far more probable, there may be a choice which the British 
Government and other governments will have to make. It may 
be found that all the countries represented at the Conference 
will be willing to g6 a little way by a unanimous convention, to 
reduce their tariffs by a small amount, while leaving many of 
them very high, to reduce some quotas and not others, or to 
limit quotas within certain restrictions. On the other hand, it 
may be found that some, but only some, of the countries would 
be prepared to go a long way. The choice may be whether we 
would prefer to see all the countries going a little way or a group 
of countries going a long way, returning to free trade, or to almost 
complete free trade as between themselves. 

As you will remember, a lead came from Belgium and Holland 
in this direction. Holding a conference of their own at Lausanne 
in the summer of last year at the time of the general Conference, 
they agreed to reduce their tariffs between themselves to ten 
per cent.duties and no more, and to proceed in the future even 
below that figure. They invited other countries that were willing 
to do the same to join them, and to make a kind of club of low- 
tariff nations. That proposal was blocked because it was contrary 
to the most-favoured-nation clause in the Commercial Agree- 
ments. The British Government replied that it could not agree 
to Belgium and Holland making any such convention without 
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each of them giving the benefit of the lower duties to British 
trade, since we were entitled to claim that under the most- 
favoured-nation clause. Consequently Belgium and Holland were 
unable to make their convention effective and have continued 
their previous tariffs. 

Some of us have been strongly advocating that this precedent 
should be revived, elaborated, and broadened, and offered to the 
Conference as one of the possible alternatives. If all the coun- 
tries will go all the way, well and good. We could ask for nothing 
more. As second best we hope that some of the countries will 
go all the way or very nearly all the way, and if agreement along 
these lines could be reached between some of the countries—the 
British Empire, Belgium, and Holland with their large colonial 
dependencies in Africa and the Indian Ocean, together with 
_ the Scandinavian countries and possibly the South American 
countries—you would have a large part of the world trading 
together under conditions of comparative freedom. If the rest 
saw that the prosperity of this group was increasing in conse- 
quence, you would gradually find that many other countries of 
the world would desire to come into the arrangement. 

The experts have reported on this in very guarded terms. 
They mention the proposal, discuss its possibilities, and end by 
saying it should be carefully studied. They say that the Con- 
ference ‘‘ should endeavour to find a solution for the whole of 
these questions which will reconcile the interests of all.” 

I trust that opinion in Britain will inform itself as fully as 
may be of these difficult and tangled questions, and will exercise 
all the pressure that it can upon our own delegates and upon the 
delegates of all countries to arrive at definite concrete results, 
mainly upon the lines suggested, so far as they are definite, by 
the experts who met a few months ago at Geneva. 

For time is moving on. There may be signs of improvement 
here and there, but there have been such signs before and they 
have proved to be illusory. Unless the World Economic Con- 
ference does lead the nations to adopt, effective measures to 
cure the situation, next year, for all the nations, may be a grave 
year indeed : 

“ But at my back I always hear 
Time’s winged chariot hurrying near.” 


Summary of Discussion. 


Mr. J. H. Humpureys thought the part of the address which 
related to reduction of hours did not carry conviction; the arguments 
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wére the same as had been used against any previous reduction of 
working hours. Owing to technical improvements it was possible to 
have a new reduction in hours without an increase in prices. A 
reduction of hours was one way of dealing with the unemployment 
problem. The difficulty that other nations might not put an agree- 
ment to reduce working hours into operation applied to every resolution 
that might be passed by the Conference. 


Mr. J. M. Keynes said that nothing solid could come out of the 
Conference unless Great Britain and the United States were able to 
adopt a common policy, but in preparing for such collaboration one 
was faced with the difficulty that no one knew what American policy 
was. The President had taken powers to do everything conceivable, 
but it was impossible to say which were for the purpose of placating: 
public opinion and which represented the real intentions of the 
President and his advisers. He suggested that it would be better to 
get away from the Agenda of the experts and consider the new situa- 
tion in the United States, trying to direct into wise channels the great 
enthusiasm for action which had at last disclosed itself there. Although 
he was scared at the things that were going on in the United States, 
he felt that they showed right tendencies, or were capable of being made 
right tendencies. People in Great Britain should direct their minds, 
not to forcing on the United States what they might consider an ideal 
policy, but to making the basis of their policy the kind of thing to 
which the Americans seemed inclined to direct themselves. 

First of all, on the question of tariffs, to which Sir Herbert Samuel 
attached more importance than Mr. Keynes did, Mr. Hull and others 
were desirous of reduction; and they.should be met whole-heartedly 
and the rest of the British Empire should be persuaded that nothing 
which happened at Ottawa should stand in the way of any proposals 
from the United States. If Americans were prepared to give up 
their old ideas and allow regional agreements, Great Britain should 
join them, without being too particular as to getting exactly that 
version of the most-favoured-nation clause which might suit her best. 

Secondly, devaluation of gold would not be his own ideal solution, 
but he thought it was capable of being made a very excellent plan. 
If all the countries agreed to devaluate gold simultaneously, no inter- 
national friction would be created if the previous exchange parities 
were preserved, and it would release an immense volume of reserve 
money which could be used as a non-recurrent windfall at the disposal 
of treasuries, for the relief of taxation, the financing of capital works, 
and to form a pool for the assistance of those countries which had so 
little gold that they would acquire very little of the bonus from 
devaluation. 

Thirdly, restabilisation of currencies was a matter about which 
people in Great Britain were rightly suspicious until they knew more 
where they were, but it would be well to agree with the proposal that 
there should be a fixed exchange with the dollar de facto, or fixed 
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within reasonable narrow limits, with the stipulation that there should 
be a possibility of revision if prices did not rise as was hoped. If all 
countries agreed on a policy of cheap money, with promises to the 
business world that that cheap money would continue until world 
prices had risen to some pre-determined level, no risks would be in- 
volved. 

Fourthly, what the Americans called ‘synchronised capital 
development schemes”’ must be the background for all the other 
measures. Some people said that policies on those lines had been 
tried and had failed, but that was a misreading of history. They never 
had been tried. The diagnosis remained correct and there would be 
no escape from world troubles until they were seriously tried. The 
obstacles were perhaps insuperable as long as one country alone was 
active, but with agreement among a number of countries on that 
line of action immense benefits would follow. It was in that way that 
recovery of international trade would come, because capital develop- 
ment schemes increased consuming power and would spread from 
one country to others. 

All these American suggestions showed right tendencies, and there 
was an opening for organised and sincere cooperation. 


Str WALTER LayTON said that the impression he had lately 
received in Washington was that there was very great confusion in 
policy. The recent legislation contained half a dozen different ways 
of doing things, many of them contradictory. He felt that Mr. 
Keynes had rationalised opinion in the United States to an extent 
which facts did not justify. He had spoken to two members of the 
Grain Trust on the subject of the devaluation of the dollar, and had 
found that to both the suggestion that the Treasury should take the 
surplus value and use it for capital expenses was a new idea. They 
had assumed that the devaluation of the dollar would be followed by 
a doubling of prices. 

There was confusion in the Administration. The Cabinet was a 
remarkable piece of political carpentry, including Republicans and 
Democrats who had satisfied various sections, but it hardly ever met. 
Only one or two members were active. The members of the Grain 
Trust met twice a day with the President, and Under-Secretaries 
went straight to the President to discuss things. This whole arrange- 
ment of government was a curious anomaly and was not acceptable 
to the Senate. 

The confusion was further illustrated by the cleavage between 
Washington and New York. The Government of the greatest single 
country in the world, with immense economic influence, contemplated 
great monetary changes while the Federal Reserve Board, the machine 
through which the changes would be carried out, had no head, the 
Chairman having resigned, while the Secretary of the Treasury was 
ill, and with the Federal Reserve Bank completely out of touch with 
Washington. It had not dawned on Washington that if there was 
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going to be a monetary policy involving management, one of the most 
vital things was to think out the constitution of the machine which 
would have to work the policy. The breach between the President 
and the banks was still complete, though a President of the Federal 
Reserve Board had been appointed. 

When people said that it must now be evident to the whole world 
that international questions must be solved on an international basis, 
it must be remembered that on the other side of the Atlantic this did 
not sound nearly so convincing. For the masses of the West, in 
particular, there was another scapegoat, namely, the banks who were 
held responsible for the boom and all the evils of the subsequent 
depression. 

The other side of the picture was that even in New York, which 
was for the moment “in Coventry,” there was immense personal 
confidence in the President. The fact that he had contrived to get 
a number of banks to open again, the fact that after long years of 
discussion he had got legislation legalising beer through Congress, 
and the fact that he had cut the soldiers’ bonus, a system which had 
been full of corruption, had made such an impression, and was such 
a contrast to what had gone before, that the President’s influence 
was remarkably strong. 

On the tariff question the President had sketched what he described 
as his “ ewe-lamb plan” in which a certain quantity of goods was 
allowed in at a low rate, and then if imports showed signs of increasing 
beyond a certain point, the rate was increased by a sliding scale of 
duties; he contemplated a system which would, year after year, 
increase both the import and the export side of the account, leaving 
the export surplus unchanged. Mr. Hull was a keen student of trade 
policy aud a free-trader, and the President had appointed him deliber- 
ately. Senator Borah also had said that the United States felt itself 
set for a lowering of tariffs. There was thus the possibility of a reduc- 
tion, but it was to be on most-favoured-nation lines? The suggestion 
that there might be an alternative had seemed to be a new idea and 
it had been assumed that anything else would be a retrograde step. 
Mr. Hull felt that the United States ought to take the lead, but did 
not know what, and had asked Sir Walter Layton to go and see him 
again if he had any ideas. 

On money there seemed to be a more definite opinion. Unless 
compelled by force of opinion in the country to do something else, 
it was not the intention of the Administration to adopt the plan of 
devaluation of the dollar or to use the provisions which permitted 
them to issue paper money. Their present policy was to rely on open- 
market operations and a plan of public works. It was to be hoped 
that, during the period between the adjournment of Congress in June 
and the winter session, a sufficient movement of prices would take 
place to prevent any demand for devaluation. 

With regard to War Debts, the pessimism he had expressed at 
Chatham House in December had been justified. It was difficult to 
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see that there had been any change of view in the United States. 
Senator Borah had said that if there was a general improvement it 
might be possible to put over a sweeping away of debts, but not many 
people in the United States agreed with him, or had any confidence 
that the Conference would produce results that would have the neces- 
sary effect on public opinion in the United States. A citizen of the 
United States was little interested when one talked about foreign 
debts, but he was intensely interested in mortgage and local debts. 
If the debt problem was treated as one great whole, if internal debts 
were adjusted at the same time as external debts, then it would seem 
natural to modify or even sweep away War Debts, but to deal with 
international debts alone was something which had not yet com- 
mended itself to the people of the United States. The power of the 
President was so much stronger that he could probably have got any 
powers he wanted for dealing with debts, but he himself had taken 
the view that he could not put it over in regard to debts, and he had 
not asked forthem. Debts would be one of the very awkward problems 
at the outset of the Conference. 

The visit of Mr. MacDonald and M. Herriot to the United States 
had been well timed. There had been a real danger when the United 
States went off gold and it was thought to be a war between the dollar 
and the pound. Public opinion might easily have been estranged. 
But the President had for the time being solved the question whether 
there was to be isolation or cooperation and had turned the United 
States definitely in the direction of cooperation. This was a very great 
achievement, although he had not crushed the other side. It was 
immensely important that Great Britain and other countries should 
endeavour to meet the United States in this, even at the sacrifice of 
some of their “ national interests,’ because the United States was 
not quite certain whether it was going to follow the President. If 
Americans did not know what policy to lead off with, surely Great 
Britain should be able to suggest something to them. 


Mr. E. F. Wise said he was left with the impression that the 
World Economic Conference was the most hopeless enterprise of this 
kind in which any British Government had been involved since the 
War; on previous occasions there had at least been somebody with 
some sort of a plan and some sort of agreement in advance between 
the principal parties as to what was to be done. Mr. Keynes’ only 
hope was that inspiration would come from the United States and 
Sir Walter Layton had said that the United States was uncertain as 
to the policy to be adopted. 

The report of the League Committee of experts was against tarifis, 
against quotas, against unbalanced budgets, against inflation, and 
almost against any form of development scheme, yet every one of 
these ideas was part of the policy of His Majesty’s Government, so 
there was not likely to be much help there. 

The crux of the whole problem was that no proposal could be made 
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in the interests of the whole of Europe which was not against the 
individual interests of almost every country in Europe. Any pro- 
posal in the direction of the report of the League Committee on quotas 
and tariffs was definitely against the material profit and personal 
interest of overwhelmingly powerful interests in Great Britain. So 
long as experts and statesmen meeting in conference had to produce 
proposals which were against the interests of nearly every person or 
body represented there, it could only be assumed that the fifty-fourth 
conference since the War, with sixty-six nations without a single plan, 
would be as ineffective as the other fifty-three. 


SIR HERBERT SAMUEL said that he could not agree with Mr. Keynes 
that the report of the League Commission of experts did not provide 
the best basis for discussion. The experts had not been called upon 
to draw up final resolutions, but to prepare an annotated Agenda, 
and it was still a valuable document indicating the right line of action 
on many points. With regard to the policy of national development 
they had fallen far short of the need, but the existence of that docu- 
ment was an answer to Mr. Wise’s contention that the Conference 
would meet without preparation for arriving at concrete results. 

He agreed as to the immense importance of cooperation with the 
United States. It was true that ideas in the United States were vague, 
and ideas in Great Britain were frequently contradictory, but where 
there was a will there was a way. Cooperation between the British 
Commonwealth of Nations and the United States must always be the 
corner-stone of British policy. The suggestion that there should be 
a whole-hearted response to initiative from the United States, and 
even a prompting of initiative to come from them, should be endorsed. 

There undoubtedly was an atmosphere of pessimism about the 
situation. It was the outcome of the facts and it was no good glossing 
over the facts. The situation was extraordinarily difficult and con- 
fused, and few people saw the light of day at the end of the passage. 
Nevertheless, it was a duty to clarify ideas as well as one could, and 
to try and form an atmosphere in the country generally which would 
impress upon the delegates that they must try to arrive at effective 
results, particularly with a view to liberating trade and stabilising 
currency. 





THE PROBLEM OF THE GOLD STANDARD' 


By MONSIEUR PIERRE-ETIENNE FLANDIN 


For some experts the return to the gold standard is apparently 
nothing more than the crowning touch to a vast international 
enterprise of economic and financial reconstruction, calling for, 
as preliminary achievements, the settlement of the problem of 
war debts and reparations, a rise of about 30 per cent. in the 
general level of gold prices, the re-establishment of a minimum 
of freedom of exchange by the abolition of the customs and 
exchange restrictions which have accumulated during the last 
three years, and finally, a preliminary understanding as to the 
future functioning of the gold standard system in order to prevent 
the recurrence of the strains which have proved fatal to it in so 
many countries. 


The settlement of the problem of debts and reparations is 
technically a pre-requisite of the return to the gold standard, to 
the extent that the international transfers imposed by the service 
on these obligations, if they cannot be made in goods, can only 
be made at the expense of the monetary reserves of the debtor 
countries. But to the same extent and on the same grounds a 
preliminary adjustment of other international debts having the 
same effects is also called for. 

It must be frankly recognised that the ‘“‘ Reparations—War 
debts ”’ question has a distinctive character as a consequence of 
its public origin and that, so far as it is concerned, it is a case not 
merely of preventing dangerous exchange movements, but also 
of completing the political work of the Lausanne Conference. 
At Lausanne the creditors did not treat reparations as a financial 
problem, since they did not take into account the future capacity 
to pay of their debtor, but agreed to a settlement of the problem 
on a nominal basis, on the hypothesis that their own war debts 
would be dealt with in the same spirit. The realisation of this 
condition is essential to the success of any international enterprise 
of economic and financial cooperation, quite apart from purely 
technical considerations. It is therefore not enough that War 
debts should be treated by the United States from an exclusively 


1 Translation of an address given at Chatham House on June 7th, 1933, Sir 
Charles Addis, K.C.M.G., in the Chair. 
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financial point of view, like any other question of international 
indebtedness. 

On the other hand, it is perfectly understandable that the 
United States will not agree to a War debts settlement except in 
return for some certainty that this will contribute to international 
economic recovery, and that consequently this liquidation of 
War debts is regarded as one among many steps on the road of 
international cooperation. 

In any case, that was the idea which dominated the Lausanne 
Conference with regard to the reparation settlement: This idea, 
moreover, existed from the inception of the Lausanne Conference, 
as early as January 1932, when the French and British Govern- 
ments agreed as to the ends to be achieved, in a document which 
I remember drafting myself as follows: ‘‘ To establish a lasting 
settlement of the questions mentioned in the Basle Report (repara- 
tions) as well as the measures necessary for remedying the other 
economic and financial questions which have provoked or threaten 
to prolong the crisis from which the world is suffering.”’ 


The second condition which is laid down as a preliminary to 
a return to the gold standard is a considerable rise in the general 
level of gold prices in the world. 

If we refer to the communiqués which were published after the 
recent conversations of President Roosevelt with Mr. MacDonald 
and M. Herriot, we read in the Roosevelt-MacDonald com- 
muniqué : 

“We have recognised that the necessity for an increase in the 
general level of prices is primary and fundamental. To this end, 
simultaneous action must be taken both in the economic and monetary 
fields.”’ 

And in the Roosevelt—Herriot communiqué : 

“ The Government of the United States and the French Government 
have been able already to announce their full agreement in regard to 
the necessity of a prompt meeting of this conference (the World Eco- 
nomic Conference), the object of which must be to bring about a rapid 
revival of world activity and the raising of world prices. . . .” 


This view has since been strengthened and defined in the state- 
ment of policy broadcast by President Roosevelt on May 7th, 
1933, in which he said : 

“The Administration has the definite objective of raising commodity 
prices to such an extent that those who have borrowed money will, on 


the average, be able to repay that money in the same kind of dollar 
which they borrowed,” 
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The American Government, in desiring a rise in world prices, 
is seeking above all a solution of the problem of American internal 
debts; in Europe, on the other hand, where the problem of 
individual indebtedness is less acute, a rise in prices is desired for 
more general reasons. 

The theorists of a rise in prices are certainly numerous. I am 
referring here chiefly to the works of one of the most representa- 
tive and eminent among them, Mr. Maynard Keynes. 

At the root of all their theories we find this idea, that if our 
present distress were due to famine, earthquake, war, or other 
catastrophe which had destroyed material goods or the means of 
production, then we could only wait for the return of prosperity 
through work, abstinence, and the spirit of enterprise: but that 
is not the case; our distress is due, according to Mr. Keynes, to 
some defect in the operations of the mind and the motives which 
govern the decisions and actions needed to set in motion the 
technical resources which we already possess. The result, in his 
view, is that humanity is faced with a problem of “ political 
economy ” in the narrowest sense of the word. This being so, 
it seems to him absurd to persist in looking for a solution in work 
and asceticism alone and to reject a priori all artificial contrivance 
as being of necessity ineffective. According to him, it is the 
present crisis which is paradoxical and artificial, with a mass of 
means of production unemployed on the one hand, and a mass of 
unsatisfied needs on the other. One may therefore assume that 
an artificial remedy can counteract an artificial evil. 

In my view, to say that an actual situation is paradoxical is 
simply to recognise that one does not understand how it has been 
brought about; it does not prove that it rests on something 
artificial which can be destroyed by artificial means. 

On the contrary, it can with equal truth be maintained that the 
present crisis is a natural reaction against the artificial hindrances 
to the play of natural laws during the War and post-War years. 
It was not natural that the belligerent countries, by feverishly 
throwing the purchasing power of their financial reserves and 
their credit in the raw material market, provoked a tremendous 
rise in prices, followed by a rapid increase in production; that 
after the War they continued this policy for purposes of recon- 
struction, and that finally the producing States, with their super- 
abundant goods, tried to maintain high prices by means of credits 
to the producers, accentuating still further the existing over- 
production. It was not natural that at the same time social 
legislation and political action prevented the lowering of the cost 
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price of manufactured goods, so that when States recognised the 
impossibility of maintaining the price of primary products any 
longer, agricultural populations were suddenly deprived of the 
ability to buy manufactured goods, since the selling price could 
not be cut down sufficiently. It was not natural, finally, that the 
banks of issue in the industrial countries, where public finances 
were burdened with the charge of supporting the unemployed, and 
where each day the balance of trade was becoming more unfavour- 
able, continued to favour an expansion of credit until it was 
impossible for them to keep the necessary gold cover for their 
currencies. 

It must be recognised, on the other hand, that the natural and 
inevitable reaction against so many abuses was itself aggravated 
by artificial causes, such as international political debts, economic 
nationalism, and, above all, the measures taken by each country 
to defend itself against the effects of the reaction—tariffs, 
exchange restrictions, subsidies and public credit facilities. I 
concede this willingly, and my purpose is not to oppose a priori 
any new system; I have no such faith in general ideas, and am 
prepared to examine every suggestion on its own merits. But I 
refuse to admit that an examination of the present situation yields 
material for a presumption in favour of an artificial treatment of 
the world crisis. 

Before analysing the measures recommended for bringing 
about a rise in prices, I want to outline what, in my opinion, are 
the real causes of the fall in prices from which we now suffer. 

The fall in prices which has occurred during recent years has 
not been the result of insufficient means of payment, but of an 
excessive development of production. 

The fall in prices first showed itself not in 1929, as people too 
often imagine, but in 1925. It was in that year that wholesale 
prices reached their highest level, as is shown by the following 
table, giving the mean annual index of wholesale prices calculated 
by the United States Labour Bureau. 


(1926 = 100.) 


1925 . ; ; ; ; - 103°5 
1926. lt ‘ : 3 ; . 100°0 
1927. . - ‘ 3 ‘ » 95°4 
1928. ‘ , - : - 96°7 
1929 r é é . . : 95°3 
1930. ‘ ; , : . 864 
I93I . p ‘ : ‘ ; 73°0 
7932 ~—Cti«s m é J , . 64°9 


Since 1925 the index of wholesale prices in the United States has 
thus declined from 103°5 to 64:9, a fall of 37 per cent. 
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This fall cannot be attributed to a restriction of credit, because 
during that period the volume of credit in the United States did 
not stop increasing. One can even show that the fall in prices 
was paralleled by a development of banking credit. According 
to the Federal Reserve Board, the total of the credits granted by 
private banks were as follows : 


At the end of 1923 . ; ~ ; - $30,797 million 
» ye ee ; : ; - $32,458 i 
‘ 1925. 3 ; ‘ - $35,658 _,, 
5» 926°. : : 2 - * $36,777» 
Se ee: ae ; - ‘ - $38,426 - 
x io ee é ; : - $40,782 
_ »» 29620. % . “ a . $41,918 “s 


Between 1923 and 1929 the total amount of credits thus increased 
from 31 to 42 thousand million dollars; between 1925 and 1929, 
it increased from 36 to 42 thousand million dollars. It cannot be 
said, therefore, that the fall in prices, which began in 1925, was 
due to a restriction of credit. 

The fall in prices was, in fact, the consequence of excessive 
over-production of raw materials and agricultural products. The 
proof can be seen in the continual increase in world stocks which 
has taken place during the last decade. The accumulation of 
world stocks is shown by the following statistics of the United 
States Department of Commerce, giving the annual index of world 
stocks for the principal raw materials and foodstuffs : 


(1923-25 = 100.) 























December. Combined Index. 

1923 96 

1924 106 

1925 117 

1926 134 

1927 141 

1928 158 

1929 187 

1930 229 

1931 276 

1932 263 
December. | Wheat. | Cotton. | Sugar. | Coffee. | Tea. | Silk. | Copper. | Tin. 
1923 | 102 gI 87 73 94 —— IIo I0I 
1924 97 108 II5 IIo 107 — 105 120 
1925 102 135 144 121 103 97 96 87 
1926 117 163 140 134 107 107 IOI 78 
1927 125 146 154 225 IIo 119 88 76 
1928 185 155 167 240 118 113 80 118 
1929 197 165 213 325 135 154 112 135 
1930 205 206 264 431 137 183 148 204 
1931 220 216 346 512 130 213 _— 246 
1932 217 229 314 426 155 193 — 220 
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An examination of this table shows that stocks have not stopped 
increasing since 1923. From year to year there has been an 
accumulation of raw materials as a whole. The general index 
figure, which in 1923 was reckoned as 96, increased without 
interruption until 1931, revealing the disequilibrium between 
production and consumption. The aggravation of this dis- 
equilibrium has been due, not to a diminution in world consump- 
tion, but to excessive development of production. 

The following table shows how the extension of the area 
devoted to the cultivation of agricultural products continued from 
1923 onwards almost without a break : 


World area under cultivation. 


(In million hectares.) 

















; | Percentage 
oe 1930-31. Increase. 
Wheat R ‘ ‘ , 99°3 134°0 35 
Rye . . ; : - 40°2 48°9 22 
Barley ‘ ‘ : x 20 36°5 35 
Oats . ‘ : : ; 51°5 59°9 16 
Maize. ‘ J ; . 730 80°3 II 
Rice . ‘ ° . ’ 54°0 56°3 4 
Potatoes. ; ; i 153 18+7 22 
Sugar Beet ; ; é 17 3°3 94 
Vines . . ‘ * 6:6 71 8 
wea. : : : ; 06 0:8 33 
Cotton r ‘ F - 26°4 35°1 33 





From 1923 to 1931 the area sown with corn increased by 35 per 
cent., the area sown with cotton increased by 33 per cent., 
and a similar increase took place in the area devoted to other 
crops. 

This extension of the area under cultivation coincided with 
improvements in methods of production such as a greater use of 
manures and agricultural machinery. In these circumstances, 
it is not surprising that the volume of production was enormously 
increased and has outstripped the world’s needs. The latter, 
indeed, increase but slowly. Economic progress does not show 
itself in an increased consumption of any one product—bread, for 
example—but in the birth of new needs—motor-cars, wireless, etc. 

The International Institute of Agriculture in Rome has 
recorded that the consumption of wheat, in particular, since the 
War has shown a tendency to diminish rather than increase, as a 
result of the greater consumption of meat. The following table 
shows the world consumption of wheat, in kilograms per person, 
during the two periods 1909-14 and 1922-27 : 
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1909-14. 1922-27. 
Germany . ‘ 5 x . “ ‘ 92 65 
Belgium . ; : ; 5 : : 228 181 
Denmark . * ; " 4 : 3 112 : 118 
Spain F . ; q : ;. 163 I5I 
Finland ; . 4 3 : . ;. 55 43 
France : = : . ; = 224 195 
Great Britain and Ireland . : : , 163 158 
Italy . = i . 3 : ‘ : 167 183 
Norway 5 ; “ : F R é 43 65 
Netherlands : . : : s ; 120 117 
Portugal . s : : * ; * 55 66 
Sweden « . : ; i : S 70 82 
Switzerland ; : : : A 5 142 131 
Canada . ‘ : : ; : i 312 188 
United States. 3 4 . ; : 146 133 
Argentina . : . : : : : 178 151 
Japan : ; : ° : : . 14 20 
Australia . : . 3 ‘ ; ‘ 179 178 
New Zealand ‘ . 5 z ¥ : 163 160 











One seés that consumption has diminished in thirty countries, 
while it has increased in only six. 

The result has been that after a succession of abnormally 
abundant harvests, the over-producing countries tried by artificial 
means to counteract the fall in prices which ought to have taken 
place; they refused to sell their surplus below a certain price, and 
kept large stocks in shops or silos, carrying them over until the 
next season in the hope of being able to get rid of them through 
subsequent bad harvests in the consuming countries. This hope 
proved false, and after 1928, despite tentative signs of improve- 
ment, the decline in prices was accentuated, and led to complete 
collapse in 1930. 


The over-development of production was the result of the 
formidable credit inflation which took place from 1923 onwards 
in most countries, and particularly in the United States. The 
credit was used to extend agriculture and industry. At the outset 
the creation of new purchasing power led to a rise in prices, but 
subsequently the arrival on the market of a still larger quantity 
of goods resulted in a lowering of prices. 

In 1927 the fall in prices was especially marked and business 
in the United States slackened. This fall in prices was the result 
of excesses in the field of production. It was the warning signal 
of the crisis, and the fall should have been allowed to continue so 
that it would bring about a diminution in production. 

The following table shows the movement of wholesale prices 
in the United States : 
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(1926 = 100.) 

General Raw Finished parece: 

Index. Materials. Articles. Articles 
1923 ‘ - : 100°6 98°5 99°2 118-6 
1924 i . 98-1 97°6 96°3 108-7 
1925. . £ 103°5 106°7 100°6 105'3 
1926 Z ° 100°0 100°0 100°0 1000 
1927. : . 95°4 96'5 95°0 94°3 
1928 : . 96°7 99°1 95°9 94°5 
1929 Cl. ‘ . 95°3 97°5 94°5 93°9 
1930 ly : : 864 84°3 88-0 818 
1931 ° : : 73°0 65°6 770 69°0 
1932. . . 64°9 55°1 70°4 59°4 

















But American banking authorities, on the pretext of checking 
the business decline, at once undertook a vast credit expansion, 
thanks to which producers were able to secure the financial 
facilities required for preserving their stocks and keeping up a 
level of production which already exceeded requirements. 

This credit inflation temporarily concealed but could not 
eradicate the disequilibrium between supply and demand. On 
the contrary, the disequilibrium was greatly aggravated. This 
became apparent when, the banks having used their credit 
capacity to the full, producers could find no further means of 
financing their stocks and production. That was the beginning 
of the crisis from which we are now suffering. Instead of begin- 
ning in 1927, it began in 1929, and in more formidable conditions, 
because the evil for which the world has to find a remedy is now 
much deeper and more serious than it was in 1927. 

The table of price movements in the United States shows that 
between 1928 and 1932 raw material prices fell from gg-I to 55-I— 
that is, by 45 per cent.—while during the same period the prices 
of finished articles fell from 95:9 to 70:-4—that is, by only 27 per 
cent. + The pronounced fall in raw material prices proves that the 
origin of the crisis was an excessive expansion of agriculture. 
By reducing the purchasing power of the agricultural population, 
it led to a contraction of industrial markets and a general slacken- 
ing of business. The movement of prices since 1928 reveals a 
profound disequilibrium between raw material prices and the 
price of manufactured articles. It is this disequilibrium which 
has to be remedied. 

Can the remedy be found in credit inflation ? 

Here I will touch on the monetary measures proposed by the 
advocates of a managed currency. The various measures, of 
course, differ in their application, but practically they are all 
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inspired by the same principle, that of currency expansion at the 
same time internally in each country and internationally through- 
out the world. 

At a time when the unemployed in the world can be numbered 
in millions, and when no State has escaped the burden of support- 
ing them in some form or another and more or less onerously, it 
is natural that every scheme for internal currency expansion 
should take the form of creating credit facilities for giving work 
to a certain number of the unemployed. 

The root of the problem, however, is not action against 
unemployment, but the creation, by means of additional public 
expenditure, of an increase of purchasing power capable of 
bringing about a rise in prices and recovery in economic activity. 
It is claimed, in addition, that this policy will bring about an 
increase in public revenues, and will thus solve, after some delay, 
the problem of balancing budgets with which so many States are 
faced, and for which a solution can no longer be sought in the 
raising of tariffs or the cutting down of expenses. This increase 
of purchasing power by fresh public expenditure out of loans is 
so essentially the essence of all these schemes, that at times one 
can imagine as an alternative the possibility of the proceeds of a 
loan being devoted not to public works, but to cover current 
budgetary expenditure, provided that the budgetary deficit has 
been voluntarily incurred by the lightening of taxation. 

Mr. Keynes, in his recent interesting study, Means of Prosperity, 
has elaborated such a plan for Great Britain. It is not for me to 
pass judgment on the economic and financial policy of Great 
Britain, but I recall that already in the past the credit of the State 
has been used in this country for additional expenditure without 
any effect in bringing about economic recovery. Mr. Keynes 
has himself recognised this. But he points out that so far, in 
England at any rate, the policy of extensive public works has 
never been combined with a policy of customs protection. 

In the first stage of the experiment, under the Labour Govern- 
ment, the economic effect of public credit expansion was unfor- 
tunately counteracted by the increasingly unfavourable balance 
of trade. Later, when the National Government concentrated 
its efforts on improving the balance of trade by a policy of customs 
protection backed by currency devaluation, it was thought 
necessary to adopt at the same time a policy of restriction in 
public expenditure. What still remains to be tried is to combine 
the improvement of the trade balance with internal expansion 
through public expenditure out of loans. 











1933] THE PROBLEM OF THE GOLD STANDARD 469 


May I, as a former Minister responsible for public credit, be 
allowed to express my doubt as to whether it is possible, in 
no matter what country, even where public opinion is most en- 
lightened and disciplined, to combine currency devaluation with a 
systematic development of the budgetary deficit, without giving 
rise to serious uneasiness about the future of the currency. I 
hold that in such a case the Public Treasury would very soon be 
unable to borrow for its additional expenditure, and that private 
credit would in turn be rapidly paralysed, so that in the end the 
result would be a fresh restriction rather than an expansion of 
purchasing power. 

Finally, I would add that the manipulation of the balance of 
payments by customs protection and currency devalorisation is 
not absolutely effective, but only relatively so, because it depends 
on the customs and currency policy of other countries. 


The fundamental objection to every attempt to expand pur- 
chasing power at the expense of public credit or currency—in 
practice it is always at the expense of both at once—is that the 
direct effect, the increase of the demand for goods and services on 
the part of the State, is always submerged by an indirect effect 
in the opposite direction, the restriction of demand on the part 
of individuals; the vague hope that the public may have as to 
the success of the attempt is more than balanced by the perception 
of its certain risk to the currency and public finances. Added to 
the restrictive effect of this blow to confidence and private credit 
is the similar effect of a rise in the rate of interest. 

Undoubtedly the experiment, if pushed far enough, may 
release a sudden increase in demand on the goods market, but this 
is because public confidence will have been shaken to the extent of 
causing a flight from the currency and a race for “ real values ’’; 
economic activity will then be momentarily revived, but at the 
cost of certain and early failure of the Treasury and of the currency. 

It is probable, however, that the partisans of systematic 
expansion of internal purchasing power have themselves perceived 
the dangers, not to say the inadequacy of thesystem. In addition 
to the psychological risk, there is another. The combination of 
customs protection and currency devaluation would not work in 
the international field if all countries successively made use of it ; 
there is therefore the danger that it would encourage an un- 
interrupted race in customs armaments and a desperate flight 
from currencies. That is, no doubt, the reason why an inter- 
national plan is proposed for public works financed by loans, 

No. 4.—VOL. XI. Ss 
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with at the same time an international organisation of credit 
and issue. 


We now come to the fourth preliminary condition for a return 
to the gold standard, an international agreement which will guard 
against a recurrence of the disasters which in the past proved fatal 
to the gold standard. 

To this end, Treasuries and central banks must be freed from 
the anxiety of seeing the monetary reserves of the country 
gradually absorbed. They must have some assurance of being 
able to obtain fresh reserves of international exchange. 

These additional reserves should naturally be based on gold, 
and they should not be in the nature of help granted only to 
certain issuing institutions in specially critical situations, but 
should be available, in accordance with a general formula, for all 
countries taking part in the scheme for the raising of prices. 
Finally, these grants of supplementary reserves should not 
constitute a permanent addition to the existing reserves; they 
should function as a means of obtaining equilibrium, as regulating 
elements having full play while prices are abnormally low, but 
being progressively withdrawn if prices rise too rapidly. 

Various plans have been drawn up for attaining this result, 
both by Mr. Keynes himself and by others—M. Milhaud in 
Switzerland and M. Delaisi in France. I shall not analyse the 
schemes, but will confine myself to some observations on the 
practical possibilities of the proposals. 

Undoubtedly it is extremely important to relieve Treasuries 
and central banks from the anxiety which at the moment all 
feel in more or less degree, as they see their monetary reserves 
becoming exhausted. But it is suggested also that as soon as 
this new freedom from anxiety is attained, the banks of issue 
should extend bank credit and the Treasuries should borrow. 

I have already made reservations with regard to the borrowing 
powers of Treasuries. I would here demonstrate that it is not 
within the power of central banks to bring about a rise in prices 
by purely monetary action. 

In the first place, a bank of issue has no means of increasing 
the volume of the currency in circulation. New notes put into 
circulation must correspond to an actual need or they will merely 
tend to flow back to the bank. In 1931 and 1932, for example, 
the American Federal Reserve Banks, with a view to remedying 
the economic depression and bringing about a rise in prices, 
proceeded to make large purchases of securities on the market. 
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By a systematic policy of credit expansion they exerted con- 
tinuous pressure on the hire of short-term capital. The official 
rate of the Federal Reserve Bank of New York was lowered from 
34 per cent. to 2 per cent. The rate in the open market fell to 
4 per cent. This policy merely enabled private banks to repay 
their debts to the Federal Reserve Bank; it had no effect on the 
volume of credit, neither did it bring about business recovery or 
stop the fall in prices. 

Secondly, not only are the banks of issue unable to force the 
market to borrow from them, they are also unable to control the 
use made of the credit which they create. If, for example, the 
credit is used to buy stock exchange securities, it will have little 
effect on the price level. If, on the other hand, it is used to 
manufacture an article which is already produced in excess, it 
will lead to a fall, not to a rise in prices. 

Thirdly, banks of issue have no influence on the rapidity of 
currency circulation. If the new notes they issue are hoarded, 
the price level will undergo no change. 

Fourthly, banks of issue have since the crisis adopted a policy 
of easy credit. On the three chief markets, Paris, London and 
New York, the official discount rates have dropped considerably, 
as is shown by the following table : 











| Bank of | Bank of Federal Reserve 
| France. | England. Bank of New York. 
| o/ |" o/ | o/ 
/O 4/0 /0 
1928 atl | 3°53 4°50 4°50 
1929 . ; : ; 3°50 5°50 | 5"16 
1930 ; . | 2°72 3°41 3°04 
1931 | 2°11 3°98 | 2°12 
ae i ; : 2°50 3°01 2-81 
1933 (1st quarter) | 2°50 2°00 | 2°82 





On the open market rates of interest have fallen still more 
sharply. The rate of 1 per cent. and even of } per cent. has 
frequently been in force. 


Open Market Rates. 























l | 

Paris. | London. | New York 
max | min | max. | min | max | min 

o/ ° o/ o/ | o/ } ty 

/O 0 Oo /O 4/0 | 0 

1928 3°37 2°50 4°62 3°72 | | ; 
1929 3°50 3°37 6°25 4°28 5°69 3°81 
1930 3°47 1°94 4°41 2°05 4°00 1-94 
1931 . ‘ 232 1-06 591 1°84 3°37 0°94 
1932 ‘ Se 2°12 1-00 5°81 0°69 3°06 0°44 
1933 (Ist quarter) 2°44 1:06 0°78 0°50 | 5°00 | 0°75 











472 INTERNATIONAL AFFAIRS [JULY 


This policy of cheap money has nevertheless had no effect on 
prices. The wholesale price index of the United States Labour 
Bureau has fallen, without interruption, from 95-3 in 1929 to 
86:4 in 1930, to 73-0 in 1931, and to 64-9 in 1932. This rapid fall 
in prices shows that the policy which has been followed has been 
altogether ineffective. 

Fifthly, the fall in prices which has brought down the index 
figure from 95:3 to 64:9—that is, a fall of 32 per cent.—has 
nevertheless been accompanied by an increase in the volume of 
instruments of payment. The following table shows the change 
in the total amount of currency in circulation (notes and current 
accounts of the bank of issue) in the principal countries of the 
world, between 1928 and 1932: 














Total circulation. ‘ 
ncrease ++ : 
Decrease — Fall in 
End of 1928. | End of 1929.| in circulation. Price 
(In thousand million % Index. 
francs.) 
France “ . : 71 105 + 48-12 33°79 
Germany . ‘ = 35 25 — 28°65 38°97 
England . ; 61 63 + 2°09 34°10 
Belgium 9 13 + 48°36 38-95 
Holland 9 13 + 38°36 48°65 
Italy 26 20 — 23°25 36°31 
Poland 4 3 — 18:58 43°04 
Rumania . 3 4 + 13°17 46°68 
Switzerland 6 13 + 130°66 36°21 
Yugoslavia . - 3 2 — 13°92 37°75 
United States . ; III 134 + 20°83 35°26 
Spain : 26 29 + 824 3°43 
Denmark 3 3 + 12°54 21°20 
Austria 4 4 + 087 14°98 
Bulgaria orl orl — 43°92 42°60 
Finland I x — 27°83 10:90 
Greece 5 2 3 + 15°41 
Hungary . 2 2 — 28-32 40°00 
Norway 3 3 — #43 24°55 
Sweden : 6 5 — 3°73 25°52 
Czechoslovakia . I I — 26:06 29°00 
386-1 44601 + 5°12 

















Prices thus fell as much in those countries which enjoyed an 
expansion of the circulation as in those which experienced a 
diminution in the volume of the means of payment. It is even 
to be noted that the most marked fall in prices was in Holland 
(48-65 per cent.) where the volume of currency in circulation had 
increased by 38 per cent. 

For the whole of these twenty-one countries, the volume of 
the instruments of payment increased by 15 per cent.; yet the 
index of wholesale prices declined, on an average, by more than 
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30 per cent. This shows that even if the banks of issue are able 
to increase the currency in circulation, they are not able to ensure 
the effective use of the new purchasing power they put in the 
hands of the public. 

Mr. Keynes has jokingly said, ‘“‘ We cannot by international 
action make the horses drink—that is their business; but we can 
take them to the watering place and supply them with water.” 
But in fact the horses in question are not short of water, the 
trouble is they do not want todrink. Disposable funds exist, but 
they are hoarded; the trouble is that people do not dare to 
invest them and so transform them into effective purchasing power. 
Undoubtedly in so far as the State takes the responsibility for 
investment, by the financing of public works out of loans, it does 
bring into the market additional effective purchasing power. 
But in so doing, especially at a time when all public finances are 
burdened with debt and most currencies are at a discount, it 
weighs heavily on public credit and currency, risks an aggravation 
of financial uneasiness and a paralysis of credit, and tends to 
increase hoarding, thus restricting effective purchasing power 
from private sources. 

At the same time, even if I am wrong in my view in spite of 
the figures I have quoted which appear to me to be decisive, must 
one not fear that a rise in prices artificially secured by currency 
management would be merely temporary, and would run the 
danger of being followed by a reaction which would leave the 
world in a worse situation than it has yet experienced? What 
right have we to suppose that a rise in prices brought about by 
an expansion of public credit would have a more permanent result 
than other apparent improvements which at various times have 
seemed to reanimate world economy but have been secured 
in anticipation sometimes of a political agreement, sometimes of 
an economic agreement, which in the end did not materialise? 
Each time the false hope provoked a reaction which aggravated 
the evil. Can one count with any confidence on the rise in prices 
from credit expansion producing a real improvement, a greater 
freedom of exchange, for example, or a better adaptation of 
production to markets? Have the responsible Parliaments and 
Governments the right to commit themselves to international 
action with such weighty consequences for such a speculative 
hope? 


Would it not be better to make use of a return of confidence in 
order to work for the abolition of exchange restrictions and 
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certain customs restrictions, and thus prepare for a return to 
monetary stability? Credit expansion would then result in a 
progressive conversion of hoarded funds into effective purchasing 
power and would go hand in hand with a real improvement in 
economic conditions. 

On the other hand, the direct use of currency regulation by 
Treasuries and banks of issue for credit expansion runs the risk 
of destroying the margin of security with which it is proposed to 
provide them, and does so without any advantage except a reac- 
tion on prices which must be ephemeral unless maintained by a 
régime of confidence based on a real improvement in economic 
conditions. 

Actually it is thought possible to obtain by means of inter- 
national action, not merely an expansion of credit by Treasuries 
and central banks, but also in addition the abolition of exchange 
regulations, the limitation of customs restrictions, and even the 
stabilisation of currencies. 

But to expect from a pseudo-strengthening of monetary 
reserves both a direct expansion of credit, which means the 
consumption of those reserves, and the advantages of increased 
security, is surely to try to get a double profit. One has to choose 
between the two, and I think there can be no other choice possible 
than a return to monetary stability, believing as I do that an 
expansion of credit from private and perfectly sound sources will 
not fail to accompany that return. 

How can we prepare for a return to monetary stability from 
our present situation? Mr. Keynes, having indicated that he has 
had to overcome a strong dislike of the vile metal, has come round 
to the principle of the gold standard. But it is to be a managed 
gold standard. Each country taking part in the international 
agreement will adopt a de facto parity between gold and its national 
currency, a parity which can be modified from time to time in the 
same way as the discount rate if circumstances require it; it is 
hoped that such modifications would be slight, as if it were merely 
a question of detail. It is argued that a fixed parity would be 
imprudent until we can see further into the future of international 
price movements and the capacity of the proposed international 
institute to control price movements. 

As the science of the future and the possibility of controlling 
prices will probably remain for a long time beyond the range of 
ordinary mortals, this proposal of a flexible gold standard must 
be regarded as more or less permanent. 

In such a system gold would play a secondary part; the 
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essential factor would be the authority in each country which had 
the power to modify the parity between gold and the national 
currency. There is no question of giving this power to an inter- 
national authority, for obvious reasons of sovereignty. But are 
we not then in realms of pure financial abstraction, I might almost 
say in the sphere of school essays, far from human and political 
realities? Can one imagine, outside a land of dreams, a public 
authority infinitely wise and energetic, regulating of its own 
volition the gold value of the currency with no other thought than 
to limit the movement of prices, without regard to the pressure of 
public finance, to the economic needs of the moment, to the 
demands of social progress, or to the requirements of internal 
policy ? 

I see nothing in recent experience, even in countries with the 
most advanced civic education, which justifies such a bold expecta- 
tion. What then would happen in the more backward countries, 
and what would be the effect on economic life of differences in 
conduct from one country to another ? 

Do not let us forget that the principal aim of monetary stability 
is the re-establishment of credit. It is a case of knowing what a 
promise to supply a given number of monetary units at a fixed 
date really involves. If that promise involves the equivalent of a 
definite weight of gold, the transaction will not indeed rest on an 
absolutely certain basis, since the purchasing power of gold is 
variable, but the whole world would be content with that degree 
of security, for want of a better. If the content of the promise to 
pay depends on subsequent valuation by a necessarily political 
authority, to what distant stage of human evolution must we not 
relegate the restoration of credit ? 

In conclusion, it is difficult to dictate to the gold standard the 
part which it is to play, for it lays down its own conditions. The 
conditions for its proper functioning may be usefully influenced 
by permanent cooperation between the chief banks of issue, but 
that cooperation would not have the theoretical effects of a system 
of managed money. The choice must be made between the 
advantages of money with an intrinsic value as nearly constant 
as possible, and the advantages of money of which the value can 
be varied in order to affect prices. The second alternative pre- 
supposes international control by a political, economic and 
financial authority, as wise as it is powerful, such as hitherto has 
not appeared within sight. 

If we agree to the re-establishment of the gold standard as 
better than nothing, we must not begin by destroying what is left 
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of a basis for it, by dissipating monetary reserves in an artificial 
attempt to raise prices. The expansion of credit which would 
produce a legitimate rise in prices must wait until there is a return 
of confidence on the part of the holders of hoarded funds. This 
will follow any action tending towards monetary stability. To 
an international agreement on those lines there would probably 
be no insurmountable difficulties on the subject of preliminary 
conditions for a legal stabilisation of floating currencies. The 
return of confidence, and the rise in prices which would follow 
such an international agreement, would in fact facilitate the 
elimination of exchange and customs restrictions. 

If a general conclusion can be drawn from this address with 
reference to the coming Monetary and Economic Conference, it 
is that the indispensable foundation of all useful negotiations must 
be, on the one hand, some lessening of international political 
uneasiness, and on the other hand, a general agreement on the 
principle of an unmanaged currency. 


Summary of Discussion. 


Str CHARLES ADDIS, THE CHAIRMAN, said that the confidence of 
Great Britain in the gold standard had received many shocks and it 
had proved itself an inconstant standard of value, but no satisfactory 
substitute had been proposed. The resolution of the Board of the 
Bank for International Settlements, that despite its defects the gold 
standard remained the best monetary mechanism to facilitate the flow 
of international trade and finance, should lay that matter at rest. 
The problem therefore was to reform the gold standard. 

Doubt was expressed as to the sufficiency of gold in view of the 
increased volume of commodities resulting from improved methods of in- 
dustry and in view of the abnormal demand for gold. But the increase in 
world production of commodities had actually fallen from 3-15 per cent. 
in the period 1865-1904 to 3-02 per cent. for the period 1921-29, and 
population appeared to be reaching a stage where it would be stationary 
if not declining; while the estimates for the output of gold for 1931 
and 1932, which were 402 and 410 million dollars respectively, had been 
considerably exceeded, the actual output for those years being 441 and 
494 million dollars. Even supposing that the minimum annual 
increase of 3 per cent. per annum in the world supply of gold, Dr. 
Cassel’s estimate for the proper working of the gold standard, was not 
maintained, economies in the use of gold could still be made. Con- 
sidering the general withdrawal of gold from internal circulation, the 
sterilising of large amounts of gold in central banks and private hoard- 
ing, and the increased deposits in the banks, it should be possible to 
make the existing supply of gold adequate for maintaining a reasonable 
continuity of values at a higher level than the existing one. Dr. 
Kemerer’s view might be correct that if a considerable part of the world 
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remained off the gold standard, and if the normal movements of money 
and deposits were resumed, there might be not a shortage but an excess 
of gold and rapidly rising prices. 

But the adequacy of the supply of gold was not in itself enough. 
Gold must circulate. Failure to increase the supply of currency would 
threaten the stability of the gold standard. The crux of the problem 
was how the flow of gold could be directed in such a way as to maintain 
a reasonable stability of world prices. There must be a redistribution 
of gold and a renewal of world trade. 

A reformed gold standard postulated agreement between the nations 
as to exchange parities. It was probable that Great Britain stabilised 
at too high a ratio in 1925 and France at too low a ratio in 1928. The 
settlement of exchange parities was the first step towards the stabilisa- 
tion of money, as the alternative was a plunge into the abyss of com- 
petition in currency depreciation. 


Mr. WICKHAM STEED said that the gold standard had been defined 
as requiring “‘ little gold and much confidence,”’ whereas in fact there 
was a great deal of gold and very little confidence. Certain elements 
of the problem had not yet been sufficiently studied. In the first place, 
gold had no mystic value; it was a commodity, and its value was 
variable like that of other commodities. In the second place, it was 
easier to recover from a paper inflation than from a gold inflation such 
as had occurred in the United States through the policy of refusing to 
take in goods while accumulating gold. 

The problem was primarily a political problem, the question of 
confidence. The Chairman had mentioned the need for a redistribution 
of gold by international agreement, but would France, for instance, 
enter such an agreement if she feared she might need her gold for 
national defence in another war ? 

There was also the social problem resulting from the replacement of 
human labour by machines, with the consequent destruction of earning 
and purchasing power; this had important repercussions on the 
problem of raising prices. 

Without putting an end to the fear of war and without finding a 
solution for social questions, no financial or economic solution could 
succeed in bringing about recovery. 


QUESTION: How was a new valuation of currencies to be arrived 
at in returning to the gold standard? In each of the previous thirteen 
crises which had occurred since the Napoleonic Wars, liquidation had 
taken place as a result of natural forces and the development of new 
needs and not by artificial means. 


Mr. KENNETH LEE pointed out the obstacles in the way of a return 
to the gold standard. First, there had to be agreement with regard 
to new parities, and every nation would want a parity which would 
enable it to have a favourable balance of payments. Secondly, there 


would have to be a redistribution of gold, and was it likely that the 
S2 
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people of France and of the United States would be willing to make 
loans to the derelict European nations, from whom they had failed to 
receive repayment of past loans, in order to bring about that redistri- 
bution? In the third place, countries would not go back on to the 
gold standard unless they weresure they could remain on it in the future. 
This involved an agreement on the part of creditor nations to take 
payment in goods and services; otherwise the gold they lent would 
inevitably return to them again. Before the War it had suited Great 
Britain to take payment in imports without making any corresponding 
export, because she needed raw materials, but France and the United 
States were not in the same position. Remaining on the gold standard 
also involved agreement to issue currency if gold did flow into a country, 
although it might not be wanted by trade and industry, in order that 
other countries might enter the market and under-sell the home 
country, so getting gold back again, and when that happened the 
people of that country must not ask for protection. Yet they certainly 
would do so. Similarly, a country losing gold must contract its 
currency and force down prices, and the workers must not object to 
the reduction of wages. But they would do so. 

Conditions were no longer those of the nineteenth century. Not 
only had the West got machinery, but the East had also machinery and 
modern transport, and with lower wage levels. The attitude appeared 
to be one of hanging on long enough until the twentieth century had 
blown over. 


MONSIEUR FLANDIN fully agreed with Mr. Wickham Steed’s thesis 
that economic recovery depended on political confidence and assured 
peace. An essential feature of the proper functioning of the gold 
standard was that if it so happened through force of circumstances that 
gold accumulated in one country, it must be automatically redistributed 
by means of loans to other countries, and this would not take place 
unless there was confidence. In the nineteenth century there had been 
great influxes of gold into Great Britain and France, but it had been at 
once re-exported through loans to South American countries and to 
Russia. 

The answer to the question whether France would be prepared to 
reinvest abroad was simple. At one time Great Britain, as a result of 
the position she held in the financial world, had undertaken the responsi- 
bility of redistributing the gold of the world; French people put their 
money in London, and London redistributed it to Germany, and this 
circumstance was not unconnected with the devaluation of the pound 
in 1931. Therefore if there was to be normal redistribution of gold 
there must be political stability. 

In July 1931, the French Government, thinking that the Hoover 
Moratorium was not sufficient to avoid the monetary and banking crisis 
in Germany, with all the other monetary difficulties it would bring in 
its train, offered, in the presence of the American and German Delegates 
in Paris, to guarantee Germany a loan of several thousand millions of 
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francs on condition that during the period of amortisation of the loan 
there should be no question of changes in Europe leading to political 
difficulties. If that proposal had been accepted it would have prevented 
the German credit crisis and would have stopped the withdrawal of 
American and French capital, and would therefore also have prevented 
the sterling crisis of 1931 by relieving the strain on London. But 
Dr. Briining had not seen his way to accept the offer. 

No country could take up foreign investment again without being 
assured, first, that there would be no war, and secondly, that countries 
would not suspend the payment of their obligations. The fact that 
there had been such suspension of payment was not entirely the fault 
of the debtors; it was in many cases the fault of the creditors. The 
United States, which up to 1928 or 1929 had tried to place its excess 
credits in Europe without’ considering the likelihood of repayment, 
must take a large share of responsibility. 

With regard to the difficulty of redistributing gold and the desire 
of every country for a favourable balance of trade, Great Britain before 
the War had always an adverse balance of trade, yet had done very 
well because she had a favourable financial balance. It was impossible 
for a country to have both a favourable commercial balance and a 
favourable financial balance. At the moment France had a deficit of 
12 milliards francs in her balance of trade. 

The influx of gold to the Bank of France had not been the result of 
reparation payments. All the time that France was receiving payment 
in gold from Germany, the balance of trade between France and 
Germany had been more than compensatory, since German imports 
into France were of greater value. than the reparation payments 
received, The accumulation of gold began when reparation payments 
came to an end. A creditor country could not be paid unless she 
accepted goods or services or made fresh loans abroad to the extent of 
the payments due to her. 

He did not consider this crisis exceptional apart from its extent. 
The world character of the present depression was a new phenomenon. 
He thought that it would, like earlier crises, be resolved by natural 
means. There must be political liquidation—the suppression of the 
fear of war; economic liquidation—the restoration of equilibrium 
between consumption and production; and financial liquidation—the 
settlement of the problem of indebtedness. 

It was impossible to hope for recovery as long as certain countries 
were not in a position to fulfil their obligations. No one would invest 
in South America or Central Europe, because the economic conditions 
there were such that the capacity for production and sale of goods would 
not allow any increase of indebtedness abroad. So there must be a 
settlement of existing debts. Arrangements must be made, as in 
private life, between debtors and creditors in order to adjust the burden 
to the capacity of the debtors to pay. To write down the value of 
currency all round would not do; in order to cure a few it would make 
the whole unsound. 
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The only way to arrive at a liquidation and return to the gold 
standard was to suppress the general tendency in the world to inflation 
of credit. The excessive development of machinery to which Mr. 
Wickham Steed had referred had its source in this inflation of credit. 
The problem for industry was to decide whether the economy resulting 
from the increased use of machinery compensated for the charges on 
the loans by which the introduction of new machinery was effected. 
Therefore in a period of credit inflation, especially when combined with 
State intervention to maintain salaries and wages, industrialists 
increased their machine plant. State intervention in the matter of 
maintaining wages was the negation of normal economy. On the other 
hand, if the obtaining of credit was more difficult, the development of 
machinery would not outrun the needs of human existence. 

The question of the Far East called for a reconsideration of the 
conditions of existence. If standards of living must never be lowered, 
then the problem was rendered insoluble. The majority of people 
lived more comfortably now than before the War, and it was probable 
that the standard of life in the West was too high. 

Gold was both a commodity and a dogma. Its value depended on 
its being a commodity; otherwise paper would do equally well. Its 
value was variable, as Mr. Wickham Steed had said, but the increase in 
the quantity of gold was roughly parallel to the increase in the needs 
of humanity. Therefore, though it lacked perfect stability, there was 
nothing with greater stability that could be suggested as a substitute. 
And it was also a dogma accepted by practically all the countries of 
the world. 























THE PROBLEM OF TREATY REVISION 
AND THE HUNGARIAN FRONTIERS! 


By PROFESSOR R. W. SETON-WATSON 


Events in Europe and the world generally are now moving 
with such rapidity, and transforming the whole situation in so 
many sudden and unexpected ways, that the question of Treaty 
Revision, which less than two months ago held for a moment 
the front of the stage as a major problem of international policy, 
as a result of Signor Mussolini’s and Mr. MacDonald’s pro- 
nouncements, has again receded into the background. It would, 
however, be a great mistake to dismiss it from our thoughts, for 
it may again become actual at any moment. It would, moreover, 
seem to be the duty of an institution such as Chatham House, 
which serves in some sense to focus opinion on international 
questions, to devote special attention to a question which is not 
only infinitely more complicated than is generally supposed— 
affecting as it does a majority of European States—but which 
has hitherto been made a superficial catchword, concealing 
insidious and very far-reaching aims and enlisting the sympathy 
of those who have never thought it out to its logical conclusions. 

My object to-night is to concentrate, not on the polemics 
and rival propagandas of recent months, but on the underlying 
geographic, ethnographic, historical, and economic facts of the 
problem so far as the Danubian area is concerned. 

First of all, let me put forward a few abstract propositions. 
In considering the question of treaty revision as a whole—and it 
is obvious that no one State will consent to the plucking out 
of its own mote unless the beams of its brothers and sisters are 
simultaneously extracted—we find that there are six principal 
points at which revision might be affected : 

1. The Austro-German frontier—+.e. the question of the Anschluss. 

2. The North Italian frontier—z.e. the question of the Germans 
and Yugoslavs under Italy. 

3. The German-Polish frontier—+.e. the question of the “‘ Corridor,”’ 
Danzig, Posen, and Silesia. 

4. The Polish-Russian frontier—.e. the question of Ukrainians, 
White Russians, Lithuanians, etc. 


1 Address given at Chatham House on May 17th, 1933, Professor A. E. 
Zimmern in the Chair. 
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5. The four frontiers of Hungary, with which we are concerned this 
evening. 

6. The Balkan frontiers, which fall into no less than seven sections 
—the Yugoslav-Bulgarian, the Yugoslav-Albanian, the Albanian- 
Greek, the Greek-Bulgarian, the Roumanian-Yugoslav, the Bulgarian- 
Roumanian, and the Turkish-Greek. 


I give you this catalogue just to show you the complexity of the 
problem. 

There is no little irony in the fact that it is only the first two 
of these, namely, the Anschluss and the Alpine frontier, which 
could be easily readjusted on a racial basis, but that they are 
just the two which the chief sponsor of the idea of revision among 
the statesmen of Europe, Signor Mussolini, least wishes to see 
altered. 

I am concerned to-night only with the fifth on the list, the 
frontiers of Hungary with her four neighbours, which resulted 
from the collapse of Austria-Hungary in 1918, but were not ratified 
until the Treaty of Trianon in June 1920. 

It will be remembered that the fate of the Habsburg Monarchy 
was decided by two treaties—St. Germain for Austria and Trianon 
for Hungary—but that though the two followed almost exactly 
the same principles and are open to the same criticisms for good 
or bad, yet the agitation has from the first concentrated itself 
almost entirely upon the second. Why? Sympathy for Austria 
was keen and immediate, owing to its terrible plight in the years 
following the War, and yet no one ever seriously suggested solving 
her problems by restoring Tyrol, Carniola, Moravia and Bohemia. 
The main reason was that the Revolution in Austria overthrew 
the former governing class and the new forces in power accepted 
the new situation; whereas in Hungary after the two Revolutions, 
first Liberal and then Bolshevik, of 1918 and 1919, the third 
Revolution brought back to power in an exaggerated form the 
pre-War régime and all the elements most responsible for the 
disaster, and these have continued to govern ever since, though 
of course within much narrower limits. Another very important 
point, to be mentioned merely in passing, is that the argument 
put forward regarding the ruin of Hungary as an economic unit, 
in order to justify her recovery of Slovak or Roumanian districts, 
would apply much more forcibly in the case of mangled Austria ; 
yet it has never been suggested that the German districts of 
Bohemia should be reannexed to Austria as a solution. 

It is natural that those in power in Hungary should advocate 
reversion to the status quo, for their own survival is at stake; 
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not the independence of the reduced Hungary, for that is assured, 
but the oligarchic form of government, resting on great estates, 
entail and mortmain, open ballot, control of the Press, and re- 
striction of association and assembly. The pre-War aim of this 
régime was the complete Magyarisation of Hungary, or what 
Eugene Rakosi, Lord Rothermere’s special friend and informant, 
crudely called “the thirty-million Magyar realm.” In Slovakia 
that was already in sight, and if the Central Powers had won it 
would have triumphed rapidly. Professor Handl, of Debreczen 
University, has told us what would have been the policy of a 
victorious Hungary towards the various nationalities. It is 
quite natural that the destruction of this dream should cause 
keen disappointment and desperate efforts to reverse the situation 
before it was too late: vast sums have been spent on propaganda 
—maps, books, pamphlets—in all languages. 

This propaganda elaborated the theory that the new Hungarian 
settlement was the deliberate work of the Allies, carried out 
vindictively, in defiance of facts and without any careful study, 
and in conflict with self-determination and the wishes of the 
populations concerned. This, though constantly repeated with 
great aplomb and sometimes swallowed by sentimental or kind- 
hearted people, is demonstrably false. 

First of all, I contend that Austria-Hungary fell by her own 
weight. It is not true that the Allies broke her up: she broke 
down. She disappeared with such rapidity and completeness 
that in the first week of November 1918 the Allies were hard put 
to it to discover any central authority competent to negotiate 
an Armistice with them. 

I may remind you that the confusion which ensued led to, 
first, the Armistice of November 3rd, 1918, concluded by General 
Diaz, which ignored the Balkan side of things, with the result 
that Marshal Franchet d’Esperey concluded a second Armistice 
at Belgrade; this in turn ignored the Roumanian and Slovak 
situation, with the result that the Roumanian army, re-entering 
the War, imposed its own terms on prostrate Hungary, and 
later still, Colonel Vyx, in the name of the Supreme Council in 
Paris, imposed another line in Slovakia as an ultimatum, and there- 
by gave the coup de grace to Karolyi’s Government in Hungary 
in March IgIo. 

It is more essential to my argument that the Czechoslovak, 
Hungarian, Polish, and German-Austrian Republics, and the new 
united Yugoslav and Roumanian States, all took concrete shape 
many weeks before the Conference could meet and three of them 
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nearly a week before the Armistice. Thus the Peace Conference 
in the main accepted accomplished facts, facts accomplished by 
the peoples themselves through war and revolution. (I wish I 
could stop to picture to you the dramatic incidents that accom- 
panied the collapse of Habsburg rule—in Dalmatia, for instance, 
where the outward and visible signs of that rule were destroyed 
in the space of a few hours by the dan of a united population.) 

Secondly, we have the theory that the final treaties were the 
work of superficial and autocratic statesmen who neither knew 
nor troubled to ascertain the facts. The truth is that, although 
many of those whose signatures appeared upon the final document 
knew little enough of Central Europe, there never was a treaty 
in modern times upon which so much expert knowledge and 
minute preliminary study was expended by the picked repre- 
sentatives of many nations, not least of the United States. I 
need only quote a name still held in high honour in this Institute, 
the late Sir James Headlam-Morley, and others could be mentioned, 
while such distinguished American experts as Charles Seymour, 
Bowman, Lord, Douglas Johnson, Archibald Coolidge, Haskins, 
Shotwell, all played a considerable part. For many months they 
were inundated with material of every kind from every nation, 
group, creed and party affected, and their recommendations 
were in the main a carefully-thought-out compromise between 
the rival and often conflicting claims of history, race, geography, 
and economics. 

Thirdly, it should be pointed out that the experts at the Con- 
ference in dealing with Hungary used only Hungarian statistics.} 
I am not concerned to defend the frontiers selected as in every 
particular just. I criticised certain details at the time, and the 
lines which I had the temerity to advocate beforehand, and which 
differ in certain quite material points from those eventually 
adopted, are on record in books and periodicals. I may perhaps 
be excused for mentioning this, in view of the grotesque assertions 
contained in Justice for Hungary,? the principal Hungarian 
propagandist publication, which seems to hold me responsible 
for all the frontiers adopted ! ! ! 

This introduction brings me to my central argument, that 
“a clean cut” between Hungary and her four neighbours is 
physically impossible. Whatever frontier be selected, considerable 


1 In this same way the experts dealing with the German-Polish situation used 
exclusively German statistics, as was pointed out by Lord Howard at Mr. 
Ciechanowski’s address on Poland. (International Affairs, May 1933, p. 363.) 

2 Justice for Hungary (Longmans, 1928), pp. 67, 73, 85, 90, 95, 107-8. 
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minorities must inevitably remain on both sides of it. Rectifica- 
tion, if it would settle the dispute and make friends of old enemies, 
as the Greeks and Turks have become friends, would be the 
obvious policy for all, and its opponents would place themselves 
clearly in the wrong. But though two or three hundred thousand 
Magyars could be easily enough restored to Hungary by rectifica- 
tion, the mass of the Magyar minority in Roumania and 
Czechoslovakia would still remain there. (In Yugoslavia the issue 
is narrower.) The only way to remedy the existence of Magyar 
minorities in the Succession States is to substitute Slovak, 
Roumanian, or Yugoslav minorities inside Hungary, thereby 
exposing them to the old pre-War system of assimilation. 

The main object of the framers of the peace settlement was 
to put nationality first, but where necessary to take into considera- 
tion other factors, geographic and economic, such as rivers, rail- 
ways, and the land system. We shall have to consider whether 
in some cases they took an exaggerated view and we shall soon 
come up against the fundamental facts and the root difficulty 
of the whole question : 


1. A clean cut on ethnographic lines is impossible. 

2. The economic troubles of which Hungary complains could only 
be solved by a return to the old frontiers, not by rectification. 

3. Such a return is only possible by war. 

4. Some other solution than revision must be sought, through the 
enforcement of minority treaties, and through economic accords, which 
will end the policy of assimilation for all races alike. 


The Hungarian case can be summed up in the following thesis. 
Hungary has an undivided history of a thousand years. Hungary 
is a geographic and economic unit which it was a crime to break 
up. The populations were transferred without a plebiscite; 
they wished to remain inside Hungary and would gladly return 
to-day. Without revision no peace or cooperation is possible 
in the Danubian basin. And, above all, three and a half million 
Magyars were transferred against their will. 

Let me take the last point first and consider the relations of 
the Magyars with their neighbours from a statistical and geo- 
graphical point of view, not dwelling in detail on the long story 
of Magyarisation from 1830 to 1918 in its historical and political 
aspects, but concentrating on hard facts and figures. Any study 
of pre-War ethnographic conditions in Hungary will show that 
the Magyars occupied the central strategic point, the plain of the 
Danube and its great tributary the Tisza (Theiss), with Budapest 
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RACIAL POPULATION OF PRE-WAR HUNGARY 


According to figures quoted by Ivan Nagy, the number of 
Magyars in 1787 in a total population of 8,003,000 was only 
3,122,000, and in 1850 out of 11,554,000 only 4,818,000. 





1840. 1880. | 1890. | 1900. | IgI0.? 








(Fenyes.) (Hungarian Statistical Year Book.) 
Magyar ‘ -| 4,812,759 | 6,445,487| 7,426,730] 8,679,014 | 10,050,575 
German . -| 1,273,677 | 1,953,911| 2,107,577] 2,114,423| 2,037,435 
Slovak - ‘ 1,687,256 1,864,529| 1,910,279} 2,008,744] 1,967,970 
Roumanian -| 2,202,542 | 2,405,085] 2,591,905] 2,785,265] 2,949,032 
Ruthene. , 442,903 356,062 383,392 427,825 472,587 
29,868 

Croat . . { eo) 2,352,339] 1,554,000] 1,670,905] 1,833,162 
Serb . ; ms 828,365 1,057,264| 1,042,022! 1,106,471 
Jew* : : 244,035 624,826 707,961 826,222 932,458 
Others . ; 72,922 264,689 318,251 394,142 469,255 

15,042,102 | 17,349,398 | 19,122,340 | 20,886,487 























1 See the Hungarian review South Eastern Affairs, 1932, Vol. 2, p. 14. 

2 Till 1910 the figures relate to civilian population only, but for 1910 they 
include the soldier population also (roughly 120,000). 

3 These figures refer only to unbaptised Jews who appear in the religious 
census as Jews, but are almost all claimed as Magyar in the racial census. There 
must be at least 100,000 more baptised Jews, of whom there is no trace and who 
may be regarded as more or less assimilated. 





as hub of the wheel: that five other races occupied the periphery 
—the Slovaks, with the High Tatra at their back, holding the 
hilly country of the north and not extending very far into the 
plains; the Ruthenes, a small fragment in the north-eastern 
Carpathians, also ceasing where the plains begin ; the Roumanians, 
holding Transylvania (autonomous from early times till 1867 and 
independent from 1526 to 1690) and the counties lying to the west 
of it; the Croats and Serbs, occupying the land between the 
Adriatic and the rivers Save and Drave (Croatia-Slavonia having 
enjoyed autonomy since the Magyar conquest in 1102 till 1918) 
and the Banat and Baéka (also an autonomous unit from 1849 to 
1860 under the name of the Voivodina) ; and finally, that a sixth 
race, the Germans, was scattered all over the territory of Hungary 
—the Saxons mainly in Transylvania, the Swabians in the 
Voivodina. This last was the greatest racial mosaic in Europe, 
having been resettled by many races after the final expulsion of the 
Turks in 1718: but along every one of these racial boundaries 
lay a mixed, indeterminate, debatable land. And no better 
illustration of this can be found than the fact that the Treaty of 
Trianon (which admittedly gave the benefit of the doubt against the 
Magyars on more than one disputed point) found it necessary none 
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the less to leave no less than 800,000 non-Magyars in a post-War 
Hungary of barely 8,000,000, because they were scattered and 
embedded amid the Magyar mass. 

The relative position of the races is best seen from the statistical 
table on page 486. In it I have used exclusively Hungarian 
official statistics, not because I regard them as accurate, but because 
if we reject them we are reduced to mere conjecture, and because 
I believe it is possible to prove 80 per cent. of my contention from 
them (in which case the remaining 20 per cent. is less material). 
In my book Racial Problems in Hungary, published in 1908, I 
built up my argument on four points—official statistics, the official 
text of laws, the files of the official Press, and the public utterances 
of Magyar statesmen, as providing all that is needed; and I 
want to re-emphasise the fact that these tactics were followed by 
the experts in Paris—which explodes the very common criticism 
of Trianon that it was based on faked material. 

Let us examine these statistics closely. We are asked to 
believe that in the years between 1840 and 1910 the number of 
Magyars doubled, while between 1880 and 1910 they rose from 
64 to 10 millions, while the other races hardly increased at all. 
The Germans, for instance, only added 100,000 in 2 millions from 
1880 to 1910, and in the last decade of that period actually 
decreased, while the Slovaks also decreased by 40,000. The 
Official Statistical Annual of Hungary gives a table of percentual 
increase of population from 1900 to Ig10, according to which 
the Magyars increased by 15 percent., the Ruthenes by Io per cent., 
the Roumanians by 5 per cent.; the Germans decreased by 4-6 
per cent. and the Slovaks by 2-6 per cent.1 It is obvious that 
these gains were not a natural increase of population, but a highly 
artificial process of Magyarisation. This becomes still more 
obvious if it be remembered that the Magyars are not a specially 
prolific race—indeed, the two-children system has been spreading 
in the last generation—and that while the Germans of the south 
are certainly not less prolific, the Slovaks, and still more the 
Roumanians and Ruthenes, are as certainly much more prolific. 
In other words, in any consideration of the total Magyar popula- 
tion, we have to remember that no less than 20 per cent. of it is 
probably the product of this artificial process, very recent and 
often not completed when the great “‘ swing-over”’ occurred. I 
myself know villages where those over 60 and under 30 speak 
good Slovak, those between 50 and 60 bad Slovak, those between 
30 and 50 Slovak and Magyar. Their reversion to-day to Slovak 
1 Magyar Statisatikai Kézlemények, Vol. XLII (Budapest, 1912), pp. 24-5. 
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villages requires no stimulus : it is a natural process, and the same 
is true in many parts of the Succession States. 

It might be claimed that the higher Magyar figures were due 
to greater emigration among the others, but in actual fact emigra- 
tion was about equal among Magyars, Germans, Yugoslavs and 
Ruthenes, perhaps just a little higher among the Slovaks, and 
very much less among the Roumanians: so the explanation 
of the percentages does not lie here. 

Magyarisation was rendered possible by the monopoly of 
political power in Parliament, in the local Assemblies, in the 
administration and bureaucracy, and in most liberal professions, 
by the control of the Catholic hierarchy and religious orders and 
of the Protestant Synods and Assemblies, by an educational 
policy which since 1870 aimed steadily and deliberately at the 
reduction of non-Magyar schools, and by an unequalled system 


of social pressure and compulsion. Not the least important. 


factor was the control of the towns. 

When I first visited Hungary twenty-five years ago, several 
distinguished Magyar savants, like Professors Lang and Concha, 
explained to me the great rdle of the towns as centres of assimila- 
tion for the non-Magyar population from the surrounding districts. 
Under the Dual System the towns of Hungary were as vampires 
to the non-Magyars. To-day in Cluj the Magyars merely hold 
their own: the influx of Roumanian peasantry retains its Rou- 
manian nationality, and the same is true of the Slovaks in KoSice 
or Bratislava, of the Serbs and Slovaks in Novi Sad, of the 
Ruthenes in Uzhorod and Mukaéevo. But the old pre-War 
policy is still being pursued in post-War Hungary to-day. At 
the census of 1920, out of a population of barely 8,000,000, 
551,000 were Germans, 141,000 Slovaks, 83,000 Yugoslavs, and 
50,000 belonged to other races. In 1930 the Germans, whose 
normal increase would be 40,000, which would make them 
591,000, have sunk to 478,000, while the Slovaks have sunk 
from 141,000 to 120,000. Dr. Bleyer, the German-Hungarian 
deputy in the Hungarian Parliament, on May roth, 1933, provided 
details as to how this has been done, especially in the schools, and 
the Press of Hitlerite Germany is beginning to show a somewhat 
tardy indignation. 

The position of the Jews in the old Hungary also has a material 
bearing on this question. In the main recent immigrants, they 
had grown from a quarter of a million in the ’forties to at least 
one million on the eve of the War. Their coming coincided with 
the period of Magyarisation and they made themselves its willing 
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instruments. As a result you will see from the statistics that in 
the 10 million Magyars of 1910 there were roughly 10 per cent. 
Jews; 1 there were 900,000 unbaptised Jews, of whom certainly 
half were imperfectly assimilated, and there is no record of the 
baptised Jews, whom alone we may regard as perfectly assimilated. 
Except for Budapest (which is a very Jewish city and even in 
1910 had 203,000 Jews out of a population of 880,000) the majority 
of the Jews of Hungary were in the periphery and hence were 
assigned to the Succession States. These recently arrived and 
assimilated Jews are now paraded everywhere as “‘ Lost Magyars.”’ 
I am in no way criticising the Jews; I am merely concerned to 
show that the Hungarian Revisionists who subjected the Jews 
to baiting after 1920, and who are as much racial purists as Hitler 
and Géring (though presumably not Nordic or Aryan, but Ural- 
Altaic), are not entitled to swell the figures of their lost kinsmen 
by adding Jews, or to complain if Roumania and Czechoslovakia 
have a separate rubric for Jews in their census figures. 

There are two other singular discrepancies in the old official 
statistics. Inthe old Hungary the only members of the Orthodox 
Church were Roumanian and Serb, and the only members of the 
Uniate Church were Roumanian and Ruthene. Yet if you add 
the Orthodox and Uniate together (and even allow 70,000 for 
Magyarised Roumanians), you will find that the total still exceeds 
the Roumanian, Serb and Ruthene racial total in 1910 by at least 
400,000. This can only mean that the Magyar racial figures included 
at least 400,000 who were pure Roumanian, Serb and Ruthene. 
A comparison of the Hungarian statistics with the communicant 
lists of the Orthodox Church would produce similar results. 

One last arithmetical sum. If you deduct 932,000 Jews from 
the 10,050,000 Magyars in the 1910 census, you get a total of 
9,118,000. If you take the post-War census of the five States, 
and add the Magyar population together—7,147,000 in Hungary, 
15,000 in Austria, 761,000 in Czechoslovakia, 472,000 in Yugo- 
slavia, 1,247,000 in Roumania—you get a total of 9,642,000, 
which would make roughly an increase of 500,000 in a period of 
ten years, 7.¢. 5-4 percent. I have omitted from that calculation 
the 900,000 Jews; but to add them would obviously make the 
percentual increase quite fantastic. None the less, the Magyar 
deputy Zsilinszki in Parliament last week called out, interrupting 
Bleyer, that the number of Magyars was 15 millions, and he 
presumably believed it. 


1 It is interesting to note that in Hitlerite Germany there are roughly 600,000 
Jews in a population of 60,000,000—an infinitely smaller proportion. 
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These statistical details show how much there is that is 
artificial in the whole problem. Let us turn to the practical 
question, how and where could there be revision. The question 
is far more complex than appears at first sight, for not only are four 
independent States involved, Austria, Czechoslovakia, Roumania 
and Yugoslavia, but three of the four frontiers fall into three or 
four sections each, which require to be discussed separately. 

I. Austria.—Relatively small figures are concerned in the 
so-called Burgenland. The population is overwhelmingly German, 
but Sopron, which should be the capital, is a Magyar—or rather 
Magyarised—town and remains in Hungary, projecting like a 
prong into the flesh of the surrounding districts. On a racial 
basis, any rectification would have to be in favour of Austria, 
not of Hungary. 

II. Czechoslovakia——The geographical position of Slovakia 
is very peculiar : and the semi-autonomous province of Ruthenia 
presents an entirely distinct problem of its own. Quite apart 
from the High Tatra range separating Slovakia from Poland, 
the whole centre of the country is also mountainous and in certain 
respects forms a barrier between the western and eastern districts. 
One of the first outcomes of independence was that Bratislava, 
in the extreme south-west corner, asserted itself as capital, 
thanks to its command of the Danube: but in these fourteen 
years KoSice has also become a centre for Eastern Slovakia. 
That is a quite natural and reasonable development. Some of 
my Slovak friends belonging to the Conservative group of the 
pre-War period were very discontented at the choice of 
Bratislava and wished to fix the capital at St. Martin, but 
geography, trade and the general trend of events overbore their 
resistance. The result is that you have these two sections. 
Bratislava has developed enormously, as the natural outlet on 
the Danube for the whole eastern trade of the Republic. What 
the Vitava and Elbe are to Bohemia, the Danube is to Slovakia : 
and the Magyar claim to Bratislava is to-day impossible even to 
contemplate. It of course has the tradition of the old Coronation 
city, but there are more Germans than Magyars in it, and to-day 
more Slovaks than Magyars and Germans combined, and of course 
a large number of Czechs also. It is a University and cultural 
centre, and the peasantry whom it absorbs from the surrounding 
country are mainly Slovaks and no longer exposed to Magyarising 
influences. 

From Bratislava the Danube flows in a south-easterly and then 
easterly direction, and here on the north bank is an agricultural 
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district overwhelmingly inhabited by Hungarians, the so-called 
Grosse Schiitt, Zitny Ostrov, Csallokéz. That is the first point 
which could be considered in any discussion of frontier revision. 
At the Paris Conference it was originally left with Hungary, but 
was eventually assigned to Czechoslovakia, on the ground that 
economically it gravitates to the market of Bratislava, and has 
no connections with the southern bank. Here and in the case 
of the Magyar town of Komaérom (Komarno) economics were 
held to outweigh ethnography, and they were united with their 
natural hinterland. Komaérom commands the junction of the 
Slovak river V4h with the Danube, and has been developed in 
these fourteen years into a very considerable port—incidentally 
the chief Danubian outlet for Polish coal. By redrawing the 
frontier north of the river (and thereby reducing Czechoslovakia’s 
direct access to the Danube to less than ten miles near Bratislava) 
about 250,000 Magyars could be restored to Hungary, without 
sacrificing more than 10,000-15,000 Slovaks. 

The remaining section of the Slovak-Magyar frontier presents 
quite a different problem. In the first section there would be 
no physical obstacle to drawing a new line across the flat rich 
plains to the north of the great river. But from the mouth of the 
Ipel north-eastwards to the neighbourhood of KoSice the geo- 
graphical configuration makes any important change very difficult. 
It might be possible by manipulation to detach perhaps some 
thirty or forty thousand Magyars, but in so doing road and 
railway communication along the foothills and from west to east 
would have been interfered with, and the position of the central 
portion of Slovakia rendered economically almost untenable. 
Of course, if the post-War economic restrictions between states 
could be removed, then the obstacles to frontier rectifications 
would be infinitely smaller, but then the need and demand for 
revision would be correspondingly diminished. In the present 
economic situation, no serious modification of that piece of frontier 
is practicable. 

There remains the semi-autonomous province of ‘‘ Carpathian 
Ruthenia,” containing about 600,000 Ukrainians or Ruthenes— 
the one tiny section of the 35 million Ukrainians which is governed 
on anything like national lines. This territory is simply a section 
of the foothills of the High Carpathians, with a series of valleys 
running down to the upper reaches of the Tisza (Theiss). Speak- 
ing broadly, the Ruthene population ceases more or less where the 
Carpathian foothills end, and in the plains the population is over- 
whelmingly Magyar with a strong admixture of Jews. In theory 
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an ethnographic frontier could be drawn some twenty miles further 
north, roughly parallel to the existing frontier, but the result 
would be to cut the natural communication between a long 
series of valleys, to cut off the hinterland—one of the poorest 
and most neglected districts of the old Hungary—from the plains 
which produce the food, to leave Ruthenia without railways, and 
to destroy the railway connections between Czechoslovakia and 
Roumania. There is no escape from the conclusion that the 
only serious alternative to the present frontier would be to restore 
Ruthenia bodily to Hungary, though by detaching a small tongue 
of land near Beregszdsz the number of Magyars could be reduced 
by perhaps 30,000. And here it is necessary to point out quite 
bluntly that bad as Hungary’s record towards the Slovaks is, it is 
nothing compared with her neglect of the Ruthenes and her utter 
denial of education, culture, land and progress: whereas in these 
fourteen years the Czechoslovak Republic, though it has not yet 
entirely implemented all its treaty promises of self-government, 
has none the less laid the foundations of a national education, 
culture and administration and of religious peace, and has 
achieved much remarkable work in raising material and moral 
standards. 

In a word, it might be possible (by rectifications which would 
all be bad from the purely economic side) to restore some 200,000— 
300,000 Magyars of Slovakia and Ruthenia to Hungary, but even 
under the most favourable circumstances something nearer 
two-thirds than one-half would inevitably remain behind. 

III. Roumania.—The Roumanian frontier again must be 
discussed in three sections, and even then we are left with the still 
more important Transylvanian question. 

(a) The valley of the Szamos, up as far as the town of Szatmar 
Néméti (Satu Mare), seems at first sigit to be a Magyar enclave 
in Roumanian territory. In reality it was one of the chief centres 
of artificial Magyarisation. Official statistics show that in 1900 
in the town and county of Szatmar there were 234,000 Magyars 
and 118,000 Roumanians. Ten years later there were 268,000 
Magyars and 119,000 Roumanians: that is, the Roumanians 
had added 1000 and the less prolific Magyars had added 34,000. 
Moreover, in 1900 the statistics admitted the existence of 11,000 
Germans, in 1910 only 6000 were admitted. In reality, as I 
found in one of my post-War visits to Transylvania, there are 
something like 30,000-40,000 Germans in the Szatmar and 
Nagy Karoly district, who seemed almost completely Magyarised 
on the eve of war, having no German schools or local leaders and 
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being exposed to the propaganda of Chauvinist Catholic clergy. 
And it is above all in the name of these people, who under Rou- 
manian rule are slowly recovering their German nationality, that 
frontier rectification is claimed. 

(b) On the central section of the frontier the main point is the 
large town of Nagyvarad (Oradea Mare), which is overwhelmingly 
Magyar, with a large admixture of Jews. All along this section 
thereisnoexact ethnographicline, but speakingroughly, asthe plains 
end and the hills begin, the Magyars end and the Roumanians 
begin. It would therefore be quite possible to drawamore strictly 
ethnographic frontier roughly 10-20 miles farther east than the 
present frontier, but only by putting it across the foothills and 
assigning to Hungary those roads and railways which Roumania 
requires for her connections from north to south. In other words, 
economic considerations led those at Paris to leave a certain 
margin of territory west of the hills, and especially the railway 
centre of Oradea Mare, in the hands of Roumania, though they 
rejected offhand the preposterous line (of the Tisza) which 
Bratianu had secretly negotiated with the Allies in 1916. 

(c) Farther south, they assigned the predominantly Magyar 
town of Arad to Roumania, presumably on the ground that it 
would have formed an unnatural salient and would itself have 
suffered economically. 

It may be admitted that by assigning to Hungary Arad and 
certain border districts from north to south, the Magyar minority 
in Roumania could have been reduced by about 200,000-250,000. 
But the essential fact to realise is that the great bulk of the 
Magyars in Roumania do not, unfortunately, live along the frontier, 
but in isolated islets and enclaves, greatly varying in size. About 
100,000 are centred in the town and county of Cluj (Kolozsvar), 
the chief town of Transylvania. Worst of all, the Székelys, who 
inhabit the four counties in the south-eastern bend of the 
Carpathians and number about 600,000, living for the most part 
in solid racial blocks of go-95 per cent., occupy what is to-day 
the exact geographical centre of ‘‘ Greater Roumania ’’—the 
kernel in the fruit. The only possible way of reuniting these 
two main Magyar groups with their kinsmen in Hungary is to 
reannex at least three-quarters, if not the whole, of Transylvania, 
with 2,000,000-3,000,000 Roumanians. 

IV. Yugoslavia.—Here the problem is smaller, affecting only 
460,000 Magyars, but these again fall into three sections—the 
Banat, Batka and Baranya (the two first with roughly 200,000 
each), and rectification, though not impossible in the two latter, 
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would be almost impossible in the Banat, where the chief need 
of revision is not between Yugoslavia and Hungary, but between 
Yugoslavia and Roumania. In this region is the greatest racial 
mosaic in Europe, which was recolonised in the eighteenth century 
by Magyars, Serbs, Roumanians, Germans, Slovaks (even French- 
men and Spaniards, though they have long since been assimilated), 
andconverted fromthe malarial desert which the Turks hadcreated, 
into one of the richest wheat-growing districts. Here it is the 
commonest thing to have four races and religions in one big 
village, and any division on racial lines is utterly unthinkable. 
Undoubtedly the frontier was pushed too far north in the Batka, 
the motive being to include the city of Subotica, which has a 
population of 100,000, overwhelmingly Yugoslav, whereas the 
surrounding country is almost as overwhelmingly Magyar. 
Here it is only the city (formerly a centre of special Magyarising 
effort) which is the obstacle to revision in favour of the Magyars. 

I do not, of course, include Croatia-Slavonia in this survey, 
for the obvious reason that even if the present dictatorial régime 
in Yugoslavia should endure long enough to wreck Yugoslav 
unity, that would not for a moment mean a return to the pre-War 
position of union with Hungary. Whether Croatia, even united 
with Slovenia and Dalmatia, could maintain itself asanindependent 
State is a question quite outside the present discussion. 

The result of this hurried survey shows that minor rectifica- 
tions could be made both on the north-west and on the east and 
south, but that much the greater part of the Magyar minorities 
would then still remain on the wrong side of the frontier. 
Obviously anything more than minor rectifications could only 
be imposed by armed force. It is necessary to add that the way 
in which the question of treaty revision has recently been raised 
in Rome and elsewhere has very much stiffened the resistance 
to such concessions. The fact that the chief advocate of revision 
among the statesmen of Europe should be the head of the Great 
Power which has the worst record in this matter, has inevitably 
hardened opinion in the Succession States, and this attitude turned 
to keen resentment after Signor Mussolini’s article in The Morning 
Post, abusing the Little Entente and its constituent members. It 
is impossible to.conceive any revision of Yugoslav frontiers without 
the gross persecution and denial of the most elementary natural 
rights to the Yugoslav minority in Italy being simultaneously 
remedied. I say this in full recognition of the fact that Yugo- 
slavia’s treatment of Macedonia deserves equal condemnation 
and greatly weakens the hands of her supporters abroad. 
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On the other side, are there any possible concessions which 
would finally reconcile Hungary to the new situation in Central 
Europe? There is great need for exact definition, but also great 
difficulty in obtaining such definition. The chief advocates of 
revision have become remarkably cautious and reticent: and 
recent visitors to Budapest have found it almost impossible to 
get any such definition either from political leaders or even from 
the Revisionist League itself. Not long ago an alleged plan of 
Signor Mussolini was published, according to which Transylvania 
and the Banat were to be ceded by Roumania and Yugoslavia 
to Hungary, Carniola to Austria, Croatia-Slavonia was to be made 
independent, and South Dalmatia, Herzegovina and Montenegro 
were to be united with Albania as an Italian protectorate. 
Personally I have too high an opinion of Signor Mussolini’s 
intelligence, to suppose that he would favour such a preposterous 
plan, though well aware that he would not be averse to a weak 
independent Croatia. But this plan is typical of the wild and 
dangerous revisionist schemes which are being aired in some 
quarters, and which are a real danger to the peace of Europe. 

A better clue to Hungarian aims is to be found in the lecture 
tournée of Count Bethlen in Germany last March, because he 
personifies the post-War régime and its essential unity of ideals 
with the pre-War régime, and because in foreign policy he is 
identified with the present Prime Minister, Gémbés, and the 
Foreign Secretary, Kanya, who, .it should be noted, was the 
Press chief of the old Austro-Hungarian Foreign Office and noted 
for his hostility to Serbia and Roumania. In Berlin Count 
Bethlen denounced the status quo as ‘‘ rotten and spreading the 
smell of putrefaction abroad,” and again as having been won 
“by the blood and iron of others without merit of the statesmen 
concerned.” In other words, he simply ignores the achievements 
and unequalled sufferings of the Serbs and Roumanians in the 
War. He defined Hungary’s mission on the Danube as “to 
prevent the union of the North and South Slavs.’”’ He insisted 
on Italy’s interest in opposing Slav expansion and preventing 
the North and South Slavs establishing contact, whether by the 
conquest of Hungary and Roumania or by a corridor [in both cases 
we should undoubtedly sympathise], or even by Hungary joining 
a confederation on friendly terms with the Slavs. He argued 
that union between North and South Slavs had twice been 
thwarted in history by German and Hungarian armies—pre- 
sumably a reference to 896 and 1278! He said that the danger 
was even greater to-day and therefore revision was necessary. 











496 INTERNATIONAL AFFAIRS [JULY 


These medieval arguments of a typical feudalist culminate 
in the phrase, ‘‘ Hungary will perish in its present frontiers unless 
it can assure to itself the rule over the territory bounded by the 
Carpathians and forming the basin of the Danube and the Tisza,” 
and he names Szob and Szabadka as the two points of the Slav 
pincers which have to be broken off. Szob is on the Danube 
north of Budapest, at the point where the Slovak-Hungarian 
frontier turns north-east, and Szabadka is the big city of Subotica 
in the Batka of which I have already spoken. In other words, 
in Hitlerite Germany this representative leader of the old and 
unrepentant Hungary pegs out a claim for the old boundaries of 
Hungary. The same claim is put forward in the preface to the 
collected edition of his speeches, published last November and 
much commended in Hungary : 

“There is not a second to lose. . . . The pincers will close in the 
moment when the star of the Slavs revives through the resurrection 
of Russia. Otherwise the waves of the Northern and Southern Slav 
and of the Roumanian sea will meet over our heads.” 

In this we see a typical exponent of the doctrine ‘ Ich fresse 
dich, oder du frisst mich.” 

Above all, he criticises the mistaken policy of the statesmen 
who governed Hungary from 1867 to 1914. They should have 
set themselves to strengthen the Magyar position in the danger 
zones by suitable measures of land policy, industrial, trade and 
banking policy. He goes on to blame majority and opposition 
alike for quarrelling with the Crown about the army and other 
questions instead of concentrating upon the question of 
nationalities. 

“Tf we had only expended a hundredth part of those methods of 
struggle which accord with honour, law and equality, the question of 
nationalities would by 1914 have been solved in its essence, and it 
would have hardly been worth while for our neighbours to unchain 
the War.” 

In face of the lessons of the War and the disasters which it 
brought on Hungary, Count Bethlen has the assurance to criticise 
the statesmen of Dualist Hungary for the inadequacy of their 
efforts at Magyarisation, though the facts show that there never 
was in modern history a more fanatical and unnatural concentra- 
tion of effort upon a policy of assimilation than in Hungary from, 
say, 1840 to 1918. Incidentally his words contain the clear 
implication not only that the War was precipitated by Hungary’s 
neighbours, but that their reason for doing so was the racial 
policy of Hungary against their kinsmen and their alarm at the 
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progress of Magyarisation. I am not prepared to admit this 
theory of war guilt; the attempt to whitewash Hungary and 
Count Tisza in July 1914 will not bear investigation: but that 
lies outside the present enquiry. It is, however, of real importance 
to nail down Count Bethlen’s admission that the fear of successful 
Magyarisation was the main motive of all Hungary’s neighbours 
in the period preceding 1914. 

Let me at once insist that any similar policy of assimilation 
on the part of the Succession States against their Magyar minorities 
to-day would be a double crime—firstly on principle, and secondly, 
because it would be the application to others of the very thing 
against which they themselves so justly protested. It would 
also be a double blunder; for it would be foredoomed to failure, 
as Hungary’s policy has disastrously proved, and it would be an 
injury to that ideal of racial purity, which we may accept as a 
general principle, while repudiating the grotesque form which it 
has assumed in Hitlerite Germany. To take a simple instance, 
it may be doubted whether the Serbs would really strengthen the 
Serbian race by the forcible assimilation of hundreds of thousands 
of Germans and Magyars in the Voivodina. 

I go further, and freely admit that the treatment of minorities 
in the Succession States leaves much to be desired. In two of 
the three some of the pledges of the Minority Treaties have not 
been fulfilled. In Yugoslavia the Magyars have as little rights 
as the Albanians or Bulgarians, and even in Czechoslovakia, 
infinitely the best of the three, and probably the best of all 
European countries possessing minorities, certain faults still require 
to be remedied. It follows that Hungarian public opinion has 
every right to be disquieted about the fate of its kinsmen beyond 
the frontiers, until existing defects can be remedied and full 
justice done. 

I have tried to show that without very great dislocation 
several hundred thousand Magyars could be brought back to the 
mother-country, but probably not more than one-fifth of the total. 
It is not impossible that the Succession States might have been 
brought to discuss rectification, if they had anything like the 
certainty that its acceptance would end the feud and lead to real 
fraternisation and co-operation. But what guarantee have they 
of this to-day? On the contrary, they know that rectification— 
as opposed to restoration of the old frontiers—would in no way 
solve the economic problems of present-day Hungary because 
the resources whose loss she feels—forests, spas, salt, coal—do not 
lie along the frontiers, but much farther back. Moreover, they 
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fear that such concessions would only be an encouragement to fresh 
claims and would in the meantime create general unsettlement. 

There is a further very material factor which is rarely 
mentioned. In Yugoslavia such rectification as could be offered 
would doubtless mainly affect the Serbs, and they have the power 
in their hands. But in the other two countries the situation is 
somewhat different. In Czechoslovakia it is the Slovaks rather 
than the Czechs who are intransigent in the question, and the 
Czechs could not consent to serious cessions of territory without 
utterly endangering their relations with the Slovaks. This 
became apparent two years ago, when Father Hlinka and other 
Slovak leaders repudiated an alleged statement of President 
Masaryk on the subject of revision, and the Premier endorsed 
their view. In the same way in Roumania the decision would 
lie with the Transylvanians rather than with Bucharest: and 
the fact that the Transylvanians have latterly been in power 
does not make it much easier. And, indeed, the problem how 
revision is to run the gauntlet of the various Parliaments, is one 
which has never yet been squarely faced, and yet it is the only 
sober alternative to revision by war. 

Having quoted Count Bethlen as a typical representative of 
Magyar supremacy, let me now quote Dr. BeneS as a typical 
representative of non-Magyar democracy. In his speech of 
April 26th, 1933, he freely admitted that Article 19 of the 
Covenant provided for the contingency of revision and that his 
country, at any rate, faced the implications of this quite fairly ; 
but he claimed that the consent of the State concerned was 
essential and that the revision of frontiers in any of the remaining 
democracies could not be carried out without ratification by Parlia- 
ment. He pointed out in one of his most interesting phrases, 
that the Revolution of 1918 hdl had for Central Europe the same 
meaning as the Revolution of 1789 had for Italian and German 
unity. It gave unity and freedom to Poland, Czechoslovakia, 
Roumania, Yugoslavia, Greece and the Baltic States, and it has 
produced a Europe in which, for good or ill, small States play a 
much more important réle than ever before. He did not add, 
and it would not have been tactful for him to add, that when 
our present troubles are over, the increased influence of the small 
and medium Powers may prove an effectual guarantee that the 
Great Powers willnot revert to the old pre-War policy of unbounded 
ambition and interference in many parts of Europe—a policy 
which took little or no account of the interests of the smaller 


nations. 
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Hungary occupies the key position in the Danubian basin : 
that is her strength and must be taken into account. It will 
enable her to counterbalance the failure of her exaggerated hopes 
and ambitions in the pre-War period. But whatever her frontiers 
are, there must inevitably be considerable minorities on the wrong 
side of every frontier. The only way to restore Magyar unity is to 
restore the frontiers of 1914, and that is only possible by war. 
Moreover, it is neither desirable on abstract grounds, nor is it 
desired by any of the other nations, even by those most dis- 
satisfied with their present lot. Finally, it is not desirable 
because the post-War régime in Hungary has shown that the old 
policy of Magyarisation continues and that it would be applied 
on a still larger scale if the minorities were restored to her. 

The true solution has to be sought on quite other lines—lines 
which, it may be freely admitted, presuppose a better and 
saner Europe: but in any case without such a Europe the 
problem under discussion is only one of a score of problems 
destined to be drowned in anarchy. On this basis, then, I suggest 
that our aim should be not so much the rectification of existing 
frontiers, as the diminution of their importance, the promotion 
of free intercourse across them—cultural no less than economic; 
theremovalofthemany absurd restrictions upon cultural products ; 
the full enforcement of the Minority Treaties, their extension 
not to the minimum, but to the maximum of what is possible; 
perhaps the adoption of racial and cultural charters such as that 
of Estonia—in a word, the abandonment of all attempts, tacit 
or avowed, at the assimilation of one race by another. It is 
obvious that all this must run parallel with efforts to diminish 
trade and monetary restrictions and the stranglehold of rival 
tariff systems. 

This question, like so many others, is dependent upon the 
success—even if only relative rather than absolute—of the two 
great World Conferences. It can only be solved in the Geneva 
manner, in a new and calmer atmosphere, or alternately by 
Blood and Iron. I for one have not abandoned the hope of 
Danubian concord, or even of direct agreement between Budapest 
and Prague: I can see no real grounds for quarrel between 
Germany and the Little Entente: I even cling to the hope that 
Italy may see her interest in promoting concord instead of discord, 
on the Danube and in the Balkan Peninsula, and thereby extending 
her commercial outlets and moral influence. In any case, it is 
time that the question of treaty revision should be removed from 
the sphere of vague and sentimental phrases, and that what is 
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possible and impossible should be closely defined. It is time to 
explode illusions and abandon exaggerated claims on which only 
agitators can thrive and which maintain a state of unhealthy 
incertitude in Central Europe. 


Summary of Discussion. 


Mr. C. A. MAcCARTNEY did not agree that treaty revision of any 
kind meant disturbance of the peace. In the first place, the treaties 
were designed with specific provision for revision under the League, 
and secondly, they were founded on the principle of justice, and there 
was a moral, though not a legal obligation in the case of Hungary, 
to apply the principles of the Fourteen Points. If, therefore, the 
settlement was found not to be in accordance with the principle of 
justice, the possibility of revision ought to be considered. It was 
difficult to believe that justice had been done to Hungary in all respects. 

While agreeing with much of what the speaker had said, he wished 
to comment on two points. It was true that Austria fell to pieces 
at the end of the War byits own weight, but the same could not altogether 
be said of Hungary. As had been mentioned, the Roumanian army 
occupied Hungary in 1919 and there was also the action of Colonel 
Vyx with regard to Slovakia. 

Again, with regard to the Magyar statistics, it was an exaggeration 
to describe the Magyarisation of pre-War Hungary as always 
“forcible” or “ artificial’ or “‘ bogus.”” There were many people 
in every nation who desired to be assimilated with the ruling nation. 
The speaker had himself quoted the Jews as having made themselves 
“ willing instruments of Magyarisation.”” If they did so, why should 
they be prevented? The chief complaint of Jews to-day was that 
they were too forcibly distinguished from their fellow-citizens. The 
increase in the Magyar figures was not wholly the result of oppression. 

At the Peace Conference, certain nations had been given the 
benefit of the doubt in every case. Czechoslovakia had received 
Bohemia and Moravia against the principle of nationality on the 
grounds of historic right and economic unity, part of Silesia for economic 
reasons, her southern frontier was fixed on ethnographical and strategic 
grounds against history, and confidence in President Masaryk had 
gained her Carpathian Ruthenia. The map of a proposed reduced 
Hungary given before the War by the Hungarian-Roumanian Popovici, 
who was much against the Magyars, was yet much more generous than 
that worked out at the Peace Conference. The minor alterations 
mentioned by the speaker should be made; they could only fairly have 
been refused if the States which had received benefits had been willing 
to apply the Minority Treaties. The false principle applied at the 
Peace Conference had been to divide States into good and bad, and 
vary the treatment of them accordingly. The Magyars had got the 
worst of it for three reasons; first, as having been on the wrong side 
in the War ; secondly, for having been Bolshevik in 1919; and thirdly, 
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for being at other times reactionary. The distinction between good 
and bad States was unsound; for example, those who had been 
enthusiastic for Yugoslavia as against Hungary had been sadly dis- 
illusioned. 

He believed, however, that in a saner world the right ultimate form 
for that part of Europe did not lie in the national State at all, but in 
non-national economic units, one of which would be roughly the territory 
of the old Hungary: not as the old Magyar national State, but with 
equal rights for all nationalities. 

He did not think Dr. BeneS’s speech was statesmanlike. Asreported 
in Pester Lloyd, he had said there were three conditions for any proposal 
of revision. There must be no word of foreign pressure; rectification 
could only come after years of cooperation in a peaceful atmosphere ; 
and it could only take place in return for equivalent compensation. 
But so long as no foreign pressure had been applied, the beneficiary 
States had shown no sign whatever of suggesting revision; if there 
was to be cooperation, well and good; but all States must do their 
part and apply the Minority Treaties; and the reference to compensa- 
tion was unintelligible; how could the shorn lamb compensate the lion ? 


Sir WILLIAM GOODE said that the reasons for the absence of agita- 
tion for territorial revision in Austria were, first, because when the new 
Republican Constitution was formed it was provided that Austria 
should become united with Germany, and secondly, because Austria 
was very international and primarily industrial, so territorial grievances 
appeared less important than to agricultural Hungary. 

With regard to Count Bethlen’s lectures in Berlin, it should be 
borne in mind that if he had been speaking on the revision of treaties 
when in office he would probably not have said what he did as a private, 
unofficial lecturer. 

Territorial revision of the Treaty of Trianon, if carried out by 
ethnographical experts on the lines of the Peace Treaty, would be likely 
to leave Hungary, from the economic point of view, even worse off 
than at present. It was to be hoped that some step towards a settle- 
ment could be reached by the removal of restrictions and the enforce- 
ment of Minority Treaties; but the territorial grievance was so strong 
and so deeply felt in Hungary that until political feeling between 
Hungary and her neighbours improved and until the basis for a common 
interest between primary agricultural producing countries such as 
Yugoslavia and Hungary could be found, it was premature to hope 
for such revision of the Treaty of Trianon as would do away with its 
continued menace to the peace of Europe. 


Mr. WICKHAM STEED said the difference between Austria and 
Hungary in pre-War days was illustrated by the bank-notes: on the 
Austrian side the value was printed in German in the middle and in 
eight other languages all round, indicating that each of the nine races 
had equal constitutional rights, but on the Hungarian side, although 
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there were just as many nationalities in Hungary, the value was ex- 
pressed in Magyar only, despite Hungarian laws of 1868-72 recognising 
the full equality of the other Hungarian races. An Austrian, whether 
Czech, Slovene, or Italian, could always hope to get a job in the central 
or provincial administration if he possessed the requisite degree; 
in Hungary no non-Magyar could hope to get a position in the ad- 
ministration unless Magyar were his language or he had entered himself 
as a Magyar in the census. It was true that the process of Magyarisa- 
tion shown in the statistics was not altogether artificial because young 
men of non-Magyar races accepted Magyarisation through the influence 
of the educational authorities in schools and universities, knowing they 
could otherwise have no career. 

No form of revision could be obtained without the consent of both 
parties, and that consent would not be obtained as long as one of the 
parties looked on the territorial frontiers that actually existed as 
possibly an element of national security in case of war. The problem 
could only be approached after several years of assured peace. 


Mr. C. F. MELVILLE said that the three things needed were assured 
peace, economic reconstruction, and some kind of rectification through 
a new Europe in which frontiers would mean less to both victors and 
vanquished. 

The basic point in discussion of the problem was that many people 
who believed in revision did not want mere rectification ; they wanted 
a return to pre-War Hungary, the restoration of the Kingdom of St. 
Stephen and overlordship over purely alien races. They wanted 
something which meant war, and therefore nothing could be done 
until those ambitions were eliminated. There were only two alterna- 
tives, Federation or Expansion. The former would lead to salvation : 
the latter would lead to disaster. 


Mr. RENNIE SMITH asked if there was any alternative movement 
of opinion in Hungary to that for alteration of frontiers. He thought 
there might be a small voice in another direction from the Social 
Democratic Party in Hungary, but there did not appear much sign of 
this among the professional or government classes. 

The new Germany and the Magyars appeared to have a common 
conception and political ideals as missionaries in Europe. Strong 
efforts would be made to establish the Nazi Party in all German 
colonies reaching through Czechoslovakia and Austria, taking in parts 
of Roumania and working through Poland to the Ukraine. Would 
this work in with the Magyar colonising movement or would it be 
confined to the German minorities ? 


Dr. SETON-WATSON, in reply to Mr. Rennie Smith, said that the 
Socialist Party in Hungary was excellent so far as it went, but it had not 
much strength and was confined to the capital and one or two other 
towns. It was a question whether the peasantry, in view of the acute 
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economic distress, would organise in sufficient strength to be able to con- 
trol political power, but it was not impossible. General Gémbés was a 
possible intermediary between oldandnew. He wasin Count Bethlen’s 
confidence but he belonged not to the magnate class, but to the small 
gentry, had modern ideas, tinged with what might be called Hitlerism, 
and had committed himself to franchise reform before the expiry of the 
existing Parliament. He seemed to be as indifferent to the question of 
the dynasty as was Herr Hitler in Germany. Having come into power 
without dictatorial office, he had not brought the New Jerusalem in 
six months. He had forsworn his own past as an anti-Semite and had 
offered the same rights and privileges to Jews as to Magyars. But it 
was impossible to say whether he would evolve or yield to other forces. 
Whether the Agrarian Party succeeded or not, a drastic land reform 
inside Hungary would be inevitable. 

Herr Bleyer’s recent pronouncement in the Hungarian Parliament 
was typical of the growing German feeling towards Hungary. The 
Reich was suddenly awake to the fact that a very strong German 
element existed in Hungary and was being Magyarised under their very 
eyes by one of the countries which claimed their alliance. There would 
probably be an insistent demand in Germany that this Magyarising 
attitude towards Germans should cease. 

The Germans of Czechoslovakia, like all other Germans, were 
undoubtedly being influenced by the Nazi movement, but they 
were so identified economically with Bohemia that any movement 
for breaking up the Republic was scarcely conceivable. They had 
their own schools, university and High Schools, and a complete political 
and social organisation of theirown. In Slovakia the German minority 
had suddenly revived, when it had almost disappeared. In Yugoslavia 
the Germans were better treated than the Magyars, though that was 
not saying much; and there was no reason why they should not come 
to terms with a liberal régime in Belgrade. In Roumania the position 
of the Germans had immensely improved. For the first time the 
““Schwaben ”’ of the Banat were in contact with the Saxons of Transy]l- 
vania and the Germans of Bessarabia through cultural societies, and 
there was a basis for perfectly reasonable friendship between the new 
Germany and Roumania. There was no real motive for a conflict 
between Germany and the Little Entente. Germany, it is true, 
might attempt the economic penetration of South-Eastern Europe, 
as a modified form of Anschluss, and a consequent extension of German 
influence. It might be a reason for uneasiness, but facts must be 
looked in the face and Germany had to find outlets somewhere for her 
surplus energy. So long as her expansion did not take the form of 
political domination and oppression, and if it offered the prospect of 
renewed prosperity to South-Eastern Europe, other Powers could not 
reasonably object. 





AN ARGENTINE VIEW OF THE PROBLEM 
OF EXCHANGE RESTRICTIONS! 


By Dr. GuILLeRMO E. LEGuIzAmon, K.B.E. 


I. THE particular matter which I am going to discuss is one of 
the problems of Argentine finance which has lately assumed 
extraordinary importance in Great Britain: I refer to the official 
control of international monetary exchange which was established 
on October roth, 1931, by decree of the Provisional Government 
of the Argentine Republic. If the full importance of this measure 
and the vital necessity for its adoption are to be appreciated, I 
must briefly summarise certain events in connection with it, which 
in fact brought about the situation ruling at that date. 

On December 29th, 1929, the Argentine Republic unexpectedly 
abandoned the gold standard. The Executive Power, resorting 
to a procedure the legality of which is open to question, suspended 
the operations of the Conversion Office established in 1899, by 
which the Argentine gold peso, equivalent to 1-6129 grammes of 
gold, was made convertible into 2 pesos and 27 centavos paper of 
the fiduciary currency or vice versa. This conversion system was 
introduced in order to stabilise the paper currency, which during 
the financial crisis between 1889 and 1894 had become greatly 
depreciated in value. Its results have been very beneficial to the 
Argentine Republic, which in the thirty years of its operation has 
possessed in consequence a healthy currency of more or less stable 
value in relation to other currencies based on the gold standard. 

To the question why we abandoned the gold standard which 
had given such favourable results, my answer is that money has 
always been a politico-economic instrument in the hands of 
governments. When a government feels it is being driven head- 
long by an economic crisis, like a vessel running before a tempest, 
its first concern is to alter course; and its currency is the sail 
which must be trimmed and set anew as required by such a 
manceuvre. 

Such, in fact, were the circumstances which determined the 
abandonment of the system of conversion in 1929. Since the 
beginning of that year a considerable flight of capital from 


1 Paper read at Chatham House on May 16th, 1933, Mr. Follett Holt in the 
Chair. 
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the country was recorded in consequence of a lack of confidence in 
the Government, while our unfavourable balance of payments 
threatened a depreciation of Argentine currency. 

The idea of closing temporarily the Conversion Office was 
suggested in various circles, but such an intention was denied by 
the Government on several occasions. Nevertheless, since banks 
and private persons continued to withdraw considerable quantities 
of gold from the Conversion Office against the deposit of paper 
currency, as established by law, grave fears arose that the circula- 
tion would be constricted to the point of causing a distinct increase 
in the purchasing power of the paper peso and also a rise in bankers’ 
interest. Both these phenomena came about, as was clearly to be 
seen, and in increasing measure, due both to the above foreseen 
causes and to others into which I need not enter. 

Midway through the year 1929 it was evident that a large 
amount of speculation was taking place by means of the purchase 
of gold and drafts upon foreign countries in the expectation of 
an inevitable fall in the exchange value of the paper peso. 

The Executive Power issued the decree suspending the opera- 
tion of the Conversion Office without consulting either the legal 
or financial advisers to the Government: nor was there any 
previous public discussion as to its desirability. 

In judging the step as an historical fact, I maintain that it was 
the inevitable result of a situation of uncertainty, menaced by 
grave dangers. There is no doubt that its determining cause was 
the endeavours to safeguard the gold reserve against possible 
considerable withdrawal. In order to form further a more accurate 
judgment of the economic and financial phenomena which followed 
this step, I propose to examine them in three chronological 
divisions: first, the situation from the closure of the Conversion 
Office up to the establishment of the Exchange Control Com- 
mission; secondly, the mechanism of this institution from its 
inception, and thirdly, the result of its first eighteen months’ 
working and the modifications ultimately introduced to assure its 
efficiency. 


II. The immediate result of the closure of the Conversion 
Office in December 1929 was a depreciation of the paper peso in 
the Argentine Republic, though not to the extent which might 
have been expected in view of the unf:vourable balance of pay- 
ments, which during the year reached the figure of £40,000,000. 
This depreciation took place gradually and was subject to fluctua- 
tions, which caused some surprise, small rises being experienced, 








506 INTERNATIONAL AFFAIRS [J ULY 


to which has been attached greater importance than they in fact 
possessed. 

Financial conditions in the Argentine Republic at the end of 
the year 1930 (that is to say, after the Conversion Office had been 
closed for twelve months) may be summarised as follows: there 


was an unfavourable balance of international payments of 


£30,000,000 sterling; gold had been withdrawn to the value of 
£1,500,000 sterling; revenue from import taxes had dropped by 
18 per cent.; the internal debt had increased by £25,000,000; the 
value of exports had decreased very considerably, and a reduction 
of the currency in circulation from 1,415,000,000 to I,273,000,000 
pesos had caused a stringency in the money market, in spite of 
which a marked drop in the international exchange value of the 
peso was reflected; this last phenomenon being one of the many 
paradoxes produced by the world-wide loss of economic 
equilibrium. . 

In order to mitigate the effects of this restriction a short-term 
loan of {5,000,000 was raised in England, which was used for the 
payment of foreign obligations, thus avoiding the export of gold 
and a further consequent devaluation of the peso. 

Before the close of the year 1930, however, the political situa- 
tion of the Republic underwent a complete change. By a 
unanimous, though bloodless, demonstration of popular feeling 
the régime of President Irigoyen gave way to a Provisional Govern- 
ment. The new Government was faced by the necessity of ful- 
filling external obligations while gravely hampered by an 
abnormal depreciation of exchange, and elected to withdraw gold 
from the Conversion Office for transport abroad for the service and 
amortisation of the external debt. This perfectly legal step 
naturally reduced the circulation in proportion to the withdrawals 
of gold. 

The year 193I was without doubt the most difficult in the 
history of Argentine finance for the last thirty years. £34,000,000 
were exported to maintain the credit of the country abroad; 
though our commercial balance was favourable, exports reaching 
a value of {128,000,000 against imports of £103,000,000, the 
circulation, on the other hand, was reduced to 1,245,000,000 pesos, 
the lowest recorded in the last twelve years. The gold backing 
dropped from 76 per cent. to 47 per cent., and the loss on exchange, 
which averaged 25 per cent. in the first six months of the year, was 
alarmingly accentuated during the following months, and in 
August and September 1931 reached 45 per cent. The constric- 
tion of the circulating medium determined the Government to 
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allow the Banco de la Nacion to have recourse to the rediscount of 
letters and commercial documents in the Conversion Office to the 
value of 300,000,000 pesos, thus making use for the first time of the 
emergency law passed in August 1914. Nevertheless, the normal 
rate for money assumed figures which had not been known for 
many years—from 8 up to 9°5 per cent. per annum. 

The inevitable results of world-wide loss of economic equili- 
brium, coupled with the manceuvres of astute speculators, were 
highly disconcerting alike to the Government and to financiers, 
and combined to aggravate a state of uncertainty and lack of 
confidence which the country had not known since the Great 
War. 

In such case the Provisional Government turned its thoughts 
towards establishing a control over exchange. Though at first 
sight this appeared difficult to do, yet there were no legal embar- 
rassments to be overcome, since, no Congress being in existence 
at that time, the issue of a decree by the Provisional President was 
all that was required. The abandoning of the gold standard by 
England, though it cannot be considered as the cause of such a 
step, presented an opportunity for it to be taken. 

Nations are not wont to pay their great Finance Ministers the 
homage which they so easily render to their statesmen and soldiers, 
and yet they owe much deeper gratitude to the former than to the 
latter, considering the benefits which their general national 
economy can derive from their acts. This was so in the case of 
Dr. Enrique Uriburu, Minister for Finance under the Provisional 
Government, to whose lot it fell to face and to solve the most 
intricate and fundamental financial problems with which our 
country has been confronted in the last forty years. The picture 
was really darker than I have just sketched, for reasons into which, 
for the sake of brevity, I will not enter. Suffice it to mention 
that in August, September and October, 1931, the depreciation of 
the peso against the dollar, franc, mark and lira was accentuated 
from 55 per cent. to 82 per cent. 

The decree appointing the Exchange Control Commission, 
issued by the Provisional Government on October roth, 1931, 
contained the following brief summary of reasons for its issue : 


(2) The abandoning of the gold standard by England has caused 
great uneasiness in the markets of the world, already ham- 
pered as they are by the prevailing crisis ; 

(6) Sales, especially of our cereal produce, have been paralysed, 

thereby bringing about an unusual scarcity of drafts upon 

foreign countries ; 
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(c) Speculators have taken advantage of this temporary circum- 
stance, and their manceuvres must be suppressed ; 

(d) Many countries have, in similar circumstances, had recourse to 
measures controlling exchange ; 

(e) It is imperative to replace the present state of ruinous anarchy 
prevailing in the market by a centralised system directed by 
those best qualified to do so. 


The principal Articles of the decree established : 


1. That there be created an Exchange Control Commission, under 
the Chairmanship of the Minister of Finance, which shall 
consist of the Chairman of the Banco de la Nacion Argentina 
and three other Members, appointed by the Executive 
Power through the Department of Finance, two of whom 
should be representatives of the Argentine Bankers’ 
Association. 

2. That after October 13th, 1931, all exchange operations should 
be subject to this Agreement and the Regulations pursuant 
thereto. 

3. That all buying and selling of foreign exchange should be effected 
only through such Banks in the Federal Capital as should 
receive the authorisation of the Exchange Control Com- 
mission for this purpose, and that no person, firm or estab- 
lishment might buy or sell exchange directly except through 
such Banks. 

4. That the Exchange Control Commission should each day fix 
rates for the purchase and sale of exchange. - 


I myself must confess to a share of the responsibility for the 
imposition of these controlling measures upon exchange; and in 
so doing I will quote briefly from a lecture which I gave in the 
Buenos Aires Stock Exchange on March 5th, 1931. The ideas 
which I advanced then, and which I repeat to-day, are in my 
opinion fundamental to a proper understanding of the financial 
problems in question : 


I. True, our monetary system can be described as too rigid, and 
ill-adapted to the fluctuating factors which vary the rhythm of the 
nation’s economic life : but this would never justify the substitution of 
inconvertibility by way of an attempt to avoid greater evils. 

It is well known that the monetary systems of the most advanced 
countries are imperfect, since no definite formule to ensure their 
efficient working at all times have yet been discovered; but there can 
be no doubt that none is so far from perfection as the absence of any 
system at all—and this is what a permanent state of inconvertibility 
means. With a monetary system or organisation, a solution for the 
grave disorders of our internal economy can be reached; without, the 
nation will be as a rudderless ship, drifting with the current and 
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carried hither and thither by the winds, till pure chance brings her safe 
to port or drives her to destruction upon the rocks. 

2. It is, in my opinion, most hurtful to the Argentine Republic that 
no measures are taken to effect an adjustment between the internal 
value of the paper peso and its international, or exchange, value. As 
soon as the prices of imported merchandise cease to be subject to the 
exceptional economic influence of the present reduced consuming 
capacity ; as soon as a part, or the whole, of the percentage of deprecia- 
tion of the exchange is permanently reflected in the prices of exportable 
produce; then all other prices will follow the upward tendency and the 
process of readjustment will not end until a new general level of equili- 
brium has been reached. Meanwhile we shall have experienced all the 
critical effects of a depreciation of currency. 

3. For this purpose I proposed the appointment of a special Com- 
mittee of men of recognised capacity, under the Chairmanship of the 
Chairman of the Banco de la Nacion Argentina, which could include 
representatives of British, American and French capital. This Com- 
mission would prepare a plan, to be approved by the Executive Power, 
which should serve as a basis on which to carry out the restoration of 
our legal currency, still permitting the Commission at a later date to 
point out what reforms they consider necessary, which would be duly 


submitted to Congress. 


III. The first stage, which I will term the period of convulsions, 
was thus ended by the issue of this decree, which succeeded in 
tranquillising the general atmosphere. The credit which should 
be given to Dr. Uriburu, its author, can be judged from its 
subsequent effects. 

The operation of the Exchange Control Commission in its 
early days was naturally subject to those fluctuations which are 
common to any organisation newly established for the purpose of 
imposing restrictions, for it is always difficult to determine the 
line of demarcation between tyranny and inefficiency. 

The highest praise that can be given to the Commission is to 
say that it has fulfilled its duties with the conscientiousness and 
tact so necessary in the case of an official body with powers which 
would enable it autocratically to cause loss without any obligation 
to afford redress. After a year’s working, all those who are 
interested in the buying and selling of drafts have had perforce to 
admit, publicly and privately, that notwithstanding the difficulties 
arising out of a balance of payments unfavourable to the Argentine 
Republic, the distribution of available exchange has been carried 
out in the manner best adapted to the most urgent requirements 


of the national economy. 


The first and most delicate problem was to fix the rate of 
T2 
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exchange for foreign currencies based on the gold standard, the 
purchase and sale of which had to take place through the Exchange 
Control Commission. For the first month there was some hesita- 
tion because the dollar exchange was quoted at an 80 per cent. 
premium, but, since the pressure of applications for exchange did 
not influence the determination of the rate, it was shortly after- 
wards decided to grant only a 65 per cent. premium. 

In fixing the rate of exchange for foreign currencies, the 
Exchange Control Commission adapted itself to the results 
experienced during a period of some three months. Then, as 
to-day, the rates fixed cannot be said to have been either arbitrary 
or real, since when the free market for the purchase and sale of 
drafts disappears, there remains no technical means of establishing 
what the true or real rate is. 

It would perhaps be possible to arrive at a figure by means of 
the balance of payments, but since there are a variety of factors 
which this does not take into account—for example, the with- 
drawal of capital from the country—such a figure must always be 
arbitrary. 

The following figures will enable the rate adopted by the 
Exchange Control Commission to be appreciated, as compared 
with par of exchange. At par the paper peso is equivalent to 
0-4245 United States dollar; 20-9 pence, or 10-83 French francs. 
At the rate adopted by the Commission its value was reduced to 
0:2581 United States dollar; 17°98 pence, or 6-6 French francs. 

The mechanism of the Commission will be better explained 
by an analysis of the figures for its working during the year 1932. 
These show that the total exchange offered to the market was 
taken by four large groups of purchasers for the following purposes, 
in the order named : 

1. Payment for imports. 

2. National, Provincial and Municipal Government financial 

services. 

3. Remittances to residents abroad and bankers’ transfers. 

4. Remittances of public service companies’ balances. 


Of the total available exchange, amounting to 1,357,325,000 
pesos paper, 1,356,364,000 (that is to say, all except a negligible 
amount) was distributed under these headings in the following 
proportions : 


per cent. 
1. To importers of raw materials and manufactured articles . 53°64 
2. To National, Provincial and Municipal financial services . 15°73 
3. To residents abroad and bankers’ transfers ; ‘ . 16°74 


4. To public utility and private companies . i : . 13°89 
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It is clear that the Exchange Control Commission has given 
preferential treatment to imports from abroad, since their alloca- 
tion was more than half the total exchange distributed. There 
are two reasons for this, namely : 


I. The necessity of providing commercial houses with the necessary 
goods, and manufacturing activities with raw material, with the object 
of fighting a rise in prices, the results of which would be unfavourable 
to consumers. 

2. The necessity of assuring the maintenance of revenue from 
customs duties. The manufacture and sale of articles of luxury has 
been restricted to a minimum. 


I have mentioned that over 53 per cent. of the total available 
exchange during the year was allocated to commerce and industry 
to pay for imported goods and materials. Omitting items of 
relatively minor importance, this percentage was spread over the 
principal imported commodities as follows : 


per cent. 
Agricultural and other machinery , , — 
Automobiles and accessories. ‘ , ‘ 2 
Food-stuffs and beverages . P ‘ , — 
Drugs and perfumes . ; 3 
Iron and other metals, and manufactures thereof 3 
Paper, books, etc. . : . : : » 295 
Shops and Stores ‘ ‘ ; i ae 
Textiles and manufactures thereof : . 1 233 
Jute : girs ‘ ‘ she 
Petrol and derived products , ‘ . : 3°55 
Jewels, clocks, etc. . . ' ; . ‘ 5 
Tobacco . . , r P . a I 


Increasing restrictions have been placed upon remittances to 
residents abroad, travellers’ and bankers’ transfers, and for this 
purpose the Commission endeavours to investigate each individual 
case, including those of immigrants remitting the smallest sums. 
Ten millions were allocated for the granting of permits to 53,000 
applications, individual amounts up to 1,000 pesos; of these, 
19,300 were monthly remittances not exceeding 100 pesos. 

The -financial remittances of public service companies and 
other private companies are those which have suffered most from 


‘the reduction of available exchange, and in consequence some of 


these. companies have been unable to meet their obligations 
abroad, notwithstanding that they had earned enough to pay 
them. 

The liquidation of these sums accumulated in the Argentine 
Republic is one of the problems which the Argentine Commercial 
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Mission has had to face and solve in its recent visit to Great 
Britain. There is every reason to hope that the solution adopted 
by the Agreement of May Ist last, about which I am going to 
speak later on, will be satisfactory to the interests concerned. 

Exchange has been made available under four principal 
headings : 


per cent. 
1. Sale of cereals and linseed . = , veg 
2. Meat and sub-products . ‘ : . ~ 26 
3. Wooland hides . : . . ; ; 9 
4. Dairy products. ‘ é ‘ ‘ jee 


The remaining Io per cent. has been allocated to the trans- 
ference of funds from abroad, and to other products. 

It will readily be appreciated that the Exchange Control 
Commission has carried out a very complex task, bearing in mind 
the necessity for adapting the limited possible supply of exchange 
to the needs of the economic life of the country. I will proceed 
to analyse the results obtained. 


IV. I enter now upon my study of the third stage, that is to 
say, the period during which the mechanism of exchange control 
was readjusted in the light of a year and a half’s experience. 

In October 1932 the Executive Power decided to seek the 
assistance of a Financial Advisory Committee, consisting of 
representatives of the various branches of commerce and indus- 
trial activity in the country, and including also two professors 
from the University of Buenos Aires. I myself was among those 
who had the honour of appointment to this Committee, and this 
circumstance allows me to quote the report which the Committee 
made upon exchange control as an expression of my own personal 
opinions. 

On November 23rd, 1932, the Advisory Committee reported 
to the Minister of Finance on the question of the Exchange system, 
to the following effect : 

The Committee had limited its study to the effects of the 
system of exchange control, examining the question objectively 
from the point of view of the moment; that is to say, it regarded 
the Control Commission as the result of a pre-existing system, 
without considering its legality or necessity, but solely what was 
advisable in view of the existing situation. 

A Special Sub-Committee, of which I was a member, made a 
wide study of the various aspects of the matter, and after gather- 
ing opinions at length from representatives of the National and 
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Foreign Banks, Exporters and Producers, who chiefly deal with 
the sellers of bills of exchange, and representatives of commerce, 
of the leading industries, Importers and foreign Chambers of 
Commerce, produced a fully documented Report. 

The Committee made a further careful analysis of the data, 
and submitted to His Excellency the Minister of Finance, the 
following unanimous conclusions based thereon : 


1. That it was undoubtedly desirable that the established organisa- 
tion of the Exchange Control Commission should be main- 
tained, and its powers amplified concerning the purchase 
and sale of foreign money. 

. That the rate of stabilisation of 171 against the United States 
dollar should be maintained by reason of its evident advan- 
tage. In March of the present year (1933), however, this 
was abandoned, and the gold franc adopted in place of 
the United States dollar. 

3. That circumstances rendered desirable the creation of a special 
fund to enable the State to acquire certain quantities of 
foreign currency and to avoid the export of gold, whether 
minted or not. 

4. That in order to assure the fiscalisation of the exchange market 
it was desirable for the Exchange Control Commission strictly 
to ensure that no shipments should be made without its 
authorisation and knowledge. 

5. That in order that the Control Commission should be properly 
advised, both as to invoice prices and as to the real necessities 
of the market, it was desirable that it should have two 
members representing respectively the Bolsa de Comercio 
and the Union Industrial Argentina. 

6. That through the Commission there should be initiated a policy 
of commercial reciprocity with those countries which 
acquired Argentine exports; and that for this purpose the 
available exchange ought to be distributed, after satisfying 
the needs of the National and Provincial Governments, 
amongst the drawers of drafts according to the destination 
of remittances, in order that each foreign country should 
receive a quantity of exchange approximately proportionate 
to the amount of Argentine produce which it had received 
during the previous year. 


NS 


The last conclusion contained in the Report which I have just 
read is sufficient in itself to explain the plan which was suggested 
to the Government for the establishment of a general rule for the 
distribution of available exchange on lines of fair reciprocity. 
Since there are many nations capable of satisfying the demands 
of the internal market, it is both just and logical to facilitate the 
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acquisition of the required manufactured goods or raw materials 
from countries which provide exchange by their purchases of 
Argentine products. For this reason the Committee advised the 
distribution of exchange in proportion to the amount supplied by 
each country by means of its imports from the Argentine during 
the previous year. 

This rule has been adopted in the Agreement with Great 
Britain signed on May Ist, 1933, and is clearly above criticism,’ 
being based on fundamental principles of equity and mutual 
confidence. 

Article 2, paragraph 1, of the Agreement runs thus : 


“Whenever any system of exchange control is in operation in 
Argentina, the conditions under which foreign currency shall be made 
available in any year shall be such as to secure that there shall be 
available, for the purpose of meeting applications for current remit- 
tances from Argentina to the United Kingdom, the full amount of the 
sterling exchange arising from the sale of Argentine products in the 
United Kingdom after deduction of a reasonable sum annually towards 
the payment of the service of the Argentine public external debts 
(national, provincial and municipal) payable in countries other than 
the United Kingdom.” 


Equilibrium in the balance of payments is to-day the desider- 
atum of those countries which have not closed their frontiers to 
the importation of foreign products. The Argentine Republic, 
an exporting country par excellence, in order to combat the 
difficulties arising from an unfavourable balance of payments, 
had no alternative but to establish the Exchange Control Com- 
mission and by its operation to secure relative stability for her 
currency, and to ensure justly reciprocal treatment for those 
countries which require her products. 

I am certain that the opinion of economists in Great Britain 
will be favourable to the system we have adopted and to the 
modifications therein which experience teaches us to be worthy 
of adoption. 


Summary of Discussion. 


Mr. VERNET, referring to the difficulty of dealing with the uneven- 
ness Of the balance of payments, said that the price of the products 
produced in the Argentine Republic was a vital factor in evening 
out the balance which was so important to all countries. 

The difficulty of meeting the interest and sinking fund charges on 
the previous excessive borrowings from the United States, which had 
not been altogether remuneratively employed, was one of the great 
difficulties in the way of exchange. The United States tariff policy 
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had led to the purchase of sterling exchange by the Argentine Republic 
in order to obtain remittances through London for payment of those 
charges, and this had been to the detriment of both Great Britain and 
the Argentine Republic. 

An improvement was apparent within the last month in the price of 
wheat, quoted in April 1930 at 470 pesos and now, in May 1933, one 
peso higher. 


CoLONEL HarPER said that the Argentine Exchange Control Com- 
mission had proved an example for the British Government, which a 
year or two later had set up the Exchange Equalisation Account. The 
latter, however, was not strictly for the control of exchange transactions 
because it did not require people to produce their bills in order that 
they might receive exchange in proportion to purchases. 

He asked why the Argentine peso was linked to the United States 
dollar at a price which, as the speaker had said, was neither arbitrary 
nor real. How was it maintained at that price? Why, being off gold 
themselves, did the Argentine Government link their currency to a 
gold standard and change to the franc when the United States went off 
gold? And what would they link to if the franc went off gold, as it 
quite possibly might ? 


Lorp LUKE said that those interested in railways liked a high- 
priced peso, but the agriculturists and pastoralists for whom he spoke, 
having to sell linseed, maize and cattle, and wanting to get as many 
dollars as possible for them, would have liked the peso fixed at 36 pence 
or lower. Their goods were sold at world, not Argentine, prices, and 
their wage bills and other expenses remained the same, as imports 
from outside were not much used on the es/ancias. 

There had been a similar position in Australia, and in order to help 
the agriculturists the Australian pound had been fixed at 130 to the 
pound sterling, with the result that producers received for their wool, 
meat, and wheat {130 whilst paying expenses on the basis of {100. 
Australian wages were fixed by the courts and therefore did not change. 
One of the great difficulties was overseas indebtedness, but Australia 
had a larger overseas debt than the Argentine Republic, and yet during 
the last year had been able to meet that debt and to renew loans at 
4 per cent., a sure sign that Australia had turned the corner and was 
feeling more prosperous. The Argentine Republic had much greater 
resources, but had not yet begun to ascend the ladder. 

He asked if the speaker would explain the endeavour to hold the 
peso as high as possible to an imaginary gold figure which might 
disappear. 


Sir ARTHUR MAXWELL said the political control of currency and 
credit was open to danger and it should be regarded as an economic 
war-time expedient to be abandoned when there was again normality 
in international trade. 
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With regard to conditions in Australia, as Director of an Australian 
bank, he had some experience and did not think that pastoralists and 
agriculturists there, any more than elsewhere, were in a happy position. 

There was danger of having too much regard to revenue on imports. 
The people inside were primarily responsible for contributing to the 
revenue, rather than the people outside. 

An interesting feature was that for the first time exchange was to 
be given to a country in amounts proportionate to the trade done with 
it. Another point was emphasised in the Exchange Control Com- 
mission’s circular for March 31st, 1933, that the balance in pesos due to 
banks, business firms and private individuals abroad must be covered 
within a period of thirty days. If exchange control was to be effective 
it must be done thoroughly, and it was most important that the 
countries concerned should do all they could to stop the “ black 
exchange.” Whether the amount at which the peso was pegged was 
right or not was a matter of question, but there could be no doubt that 
the Exchange Control Commission was the only means by which the 
Argentine Republic could have carried on in the existing state of 
economic warfare. 


Mr. J. M. Eppy asked whether, in the lecturer’s opinion, the 
present critical situation in regard to the heavy accumulations of pesos 
waiting remittance might have been avoided if the policy with which 
Dr. Uriburu, the Minister of Finance, started Exchange Control had 
been continued, viz. to control exchange operations in order to prevent 
the illicit exportation of money from the Argentine Republic and a 
flight from the peso, and to allow the rate to vary in accordance with 
the demand and supply at the time. 

The evils of a policy of valorisation had been amply demonstrated. 
Take, for example, coffee in Brazil, wheat in Canada and the United 
States. The position in the Argentine Republic as regards the exchange 
of currency could be placed on the same plane and had led to a curtail- 
ment of commercial activities and restriction of international trade due 
to the fact that importers could not obtain payment in foreign currency 
for their merchandise owing to the fixed rate of exchange. 


Dr. LEGuIzAMON said he proposed to give a general reply to the 
questions. With regard to the loans from the United States, the 
United States had offered money all round the world, and in proportion 
the Argentine Republic had taken less than any other country with a 
responsible government. The money had been chiefly employed in 
consolidating the internal debt dating from the War. The Argentine 
debt was less per capita and in proportion to the capacity of production 
than in any other country except Venezuela. 

The Exchange Control Commission had fixed the peso at an amount 
which appeared to be arbitrary, but without the control of the Com- 
mission the money market would be in the hands of the small group of 
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exporters who had the supply of drafts and they could have sold 
pounds, marks, dollars, or francs at any price they liked. At the time 
the rate of exchange was fixed the quotation of the dollar according to 
demand and supply stood at 85 per cent. premium. A fixed exchange 
had to be within certain limits of the real exchange or there would be a 
margin for the blackexchange. The limits might be 15 per cent. more 
or less but not as much as 25 per cent. Therefore the rate chosen of 
I7I approximated within the safe limit to the real exchange. The 
second part of the Exchange Control Commission’s work was to fix 
limits to the balance of payments; if the balance was unfavourable, 
then buying must be stopped until there was more or less equilibrium. 
The Executive Power has taken steps to eliminate any form of black 
exchange. 

With regard to the pressure from agriculturists for the devalorisa- 
tion of the peso, the matter had been discussed from the point of view 
of sales and purchases in Europe, and it had been. decided that the 
advantages that might be derived from internal depreciation of the 
peso would not balance the danger that would be incurred. There were 
two ways of depreciating currency; one was to increase the actual 
currency, as had been done in the United States; the other was to 
fix a low exchange vis-a-vis foreign currency. Both had been rejected 
in high political circles in the Argentine Republic, and it was thought 
better to keep currency stabilised and to wait until the world situation 
improved. Indirectly the internal purchasing power of the peso had 
been raised 20 per cent. by a reduction in the circulation. Externally 
the peso had lost about 25 per cent. in depreciation. The country was 
suffering from the process of readjustment but was definitely making 
progress, except for the enormous increase in taxes during the last five 
years. The purchasing power of the peso would be maintained in favour 
of the producers and the working class and the burden of taxes would 
be reduced as soon as it was possible to gain relief from the heavy burden 
of internal debt. 











IBN SA‘SUD AND THE FUTURE OF ARABIA! 
By Captain C. C. LEwIs 


DuRING the last two years, in which I have had an oppor- 
tunity of making a close study of Ibn Sa‘iid’s actions, his speeches, 
and the man himself, I have come to the definite conclusion that 
he now considers himself to be possessed of.a divine mission, and 
the number of isolated but correlated facts which support this 
theory is considerable. Prior to 1929 no such conception had 
occurred to him and the genesis of the belief can be traced to the 
suppression of the Akhw4n rebellion of that year. From 1900, 
when he, a youth of twenty, was living under the protection of 
Sheykh Mubarak of Kuwayt, until the present day, Ibn Sa‘iid’s 
career has been the successful career of a great man—great by 
any standards. But when he sallied forth from Kuwayt and 
with only ten companions succeeded in capturing Riyadh, and 
finally recovered the whole of Nejd from the Rashidites, the 
guiding motive of that brilliant campaign was not to spread the 
light of Wahhabism, but to regain the land of his fathers, and 
the fact that his conquests led to the founding of the Second 
Wahhabi Empire was but incidental. It can be argued with 
force that the subsequent policy of Ibn Sa‘tid affords strong 
corroboration of the contention that his motives were political 
rather than religious. He was faced with the alternative of 
linking up the fortunes of the Second Wahhabi Empire with 
Moslem Turkey or with Christian Great Britain, and he chose 
the unbelievers. 

From the conquest of Nejd in Igor the political situation in 
Arabia resolved itself into a race for the hegemony of the Arabian 
Peninsula between Ibn Sa‘td, Ibn Rashid, and the Hashimites. 
Ibn Sa‘id was continually extending the confines of Nejd, and 
the manner in which he captured the important province of 
Hasa—and thereby gained an outlet to the Persian Gulf—and 
evicted the Turks, bag and baggage, was a splendid victory over 
a European Power. His part in the Great War really does not 
enter into the discussion this evening, but I am inclined to agree 
with Mr. Philby, that but for the death of Captain Shakespear 
whilst fighting for Ibn Sa‘id against the Rashidites, and the 


1 Address given at Chatham House on January 23rd, 1933, Professor 
H. A. R. Gibb in the Chair. 
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inevitable change in British policy which that unfortunate event 
caused, the necessity for the subsequent exploits of Colonel 
Lawrence in the Hejaz would have been obviated. 

It is now necessary to endeavour to form an opinion as to 
Ibn Sa‘id’s motive for the invasion and capture of the Hejaz 
in 1925. It has been said of him that the greatest hatred of his 
life is his hatred of the Hashimites, lock, stock, and barrel, but 
with that suggestion I am only partly in agreement. Ex-King 
Husein is dead; Ali is throneless; with King Feysal, Ibn Sa‘iid 
is now on terms of excellent friendship and has signed a Treaty 
of Bon Voisinage, as a result of which there has not been a single 
raid on the ‘Iraq frontier for the past year; all Ibn Sa‘iid’s venom 
is now concentrated on the Amir ‘Abdu'llah. That is a matter with 
which I shall deal at greater length later. It was in rg1r that 
Husein and Ibn Sa‘id first fell foul of each other. Husein, 
elated by the successes which, as a vassal of the Ottoman Empire, 
he had gained in Asir and the Yemen, marched into Nejd with a 
large force to extract from Ibn Sa‘iid an acknowledgment of the 
suzerainty of Turkey; he captured Ibn Sa‘iid’s dearly-loved 
brother, Sa‘d, and used him as a lever to extract the required 
pledges and an annual subsidy of 6000 Mejidieh from Ibn Sa‘iid. 
Husein’s success whetted his appetite. For some reason which 
has never been made clear, he cast covetous eyes on a place 
called Khurma on the Hejaz—Nejd border but well inside Nejd. 
Three times his troops were defeated, a fact which occasioned 
no surprise in view of the circumstance that the redoubtable 
Khalid ibn Lu’ayy was Governor of Khurma; he was the best 
of Ibn Sa‘iid’s chiefs. (I understand that he died the other day 
in Asir, where he had been sent to suppress the rebellion which 
is always breaking out in that province.) In 1919 Husein deter- 
mined to attempt the capture of Khurma in style and, with the 
full consent of Lord Curzon, who warned Ibn Sa‘iid off, Husein 
despatched an army of 4000 men, with the appropriate artillery 
and machine guns, under the command of the Amir ‘Abdu’llah 
who afterwards became ruler of Transjordan. This force, not 
having considered it necessary to post sentries at night, was 
literally cut to pieces at Turabah. I think that only about 
ninety-six people escaped from that massacre. In 1921 Ibn 
Sa‘tid added Ha’il to his dominions, an addition of considerable 
importance because it drove a Wahhabi wedge between King 
Husein, the father, in the Hejiz and King Feysal, the son, in 
‘Iraq, and put an end to the Rashidite régime in Ha’il, which 
had lasted for close on a hundred years. 
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Students of Arabian history have always been somewhat 
mystified by the fact that Ibn Sa‘td did not follow up the victory 
of Turabah by an invasion of the Hejaz in 1919; the road to 
Ta’if and Mecca was open to him, but he declined the oppor- 
tunity. When he did actually invade the Hejaz in 1925, his 
perhaps not unwilling hands were forced and he had no option 
in the matter. The storm of hatred that broke out among the 
Wahhabis on the assumption of the Caliphate by Husein could 
have been controlled by no human force and the Hashimites 
disappeared from the Holy Places of Islam, regretted by none, 
save the Sharifs. 

This somewhat prosaic narrative of history throws into bold 
relief the fact that, up to 1926 at any rate, there is no evidence 
that Ibn Sa‘id attributed his successes to the divine will of 
Allah. In 1929 came the Akhwan rebellion. (I should perhaps 
say that the Akhwan are Wahhabi Bedouins who have definitely 
settled on the soil and have entirely given up their nomadic 
habits.) In 1929 they were completely out of hand. Their 
leaders sent an ultimatum to Ibn Sa‘id stating that, inasmuch 
as the building of a fort by ‘Iraq on the Nejd frontier was con- 
trary to the terms of the Treaty of Muhammarah and the ‘Ugayr 
Protocol, they proposed to invade ‘Iraq whether their King 
agreed to this or not. Ibn Sa‘tid was on the horns of a dilemma. 
If he sanctioned the invasion he committed himself to a conflict 
with Great Britain, in view of the mandate which we had accepted 
for ‘Iraq; if he did not sanction the invasion, he had no other 
course open to him but to chastise his recalcitrant subjects. He 
chose the latter and wiser course, but it was a very near thing. 
The Akhwan defeated Ibn Sa‘id’s troops in at least two battles, 
but eventually their forces were scattered or killed. The Akhwan 
rebellion presents Ibn Sa‘tid in the light of a ruler indelibly 
stamped with the hallmark of genius. He was, like Bismarck, 
thinking not of the time but of the future. He knew it would 
be impossible for him to have a really serious disagreement 
with Great Britain, especially at that time. 

From the suppression of the Akhwan rebellion in 1929 Ibn 
Sa‘iid began to dream dreams of a united Kingdom of Arabia 
with himself as King and Caliph and all his subjects professing 
the Wahhabi creed. But what perhaps is more important is 
that, in reviewing his own career and the countless occasions 
when he had succeeded in causes apparently lost, he could not 
come to any other conclusion but that Allah was guiding his 
footsteps. Even a more sophisticated monarch could not 
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attribute the numberless occasions on which he has succeeded 
with incalculable odds against him, merely to blind chance, and 
Ibn Sa‘tiid is fundamentally a simple-minded man. These 
mental processes of the King did not take place in a day, but it 
has been obvious since 1930 that his mind has turned more to 
religion. That he is turning more to religious and spiritual 
matters is clear from the way in which he is emphasising the 
puritanical restrictions of the Wahhabis. For example, on 
January 8th, 1931, there was an Accession Day Celebration to 
celebrate his coming to the throne, and after it the Ulema of 
Nejd protested against the worldliness of the affair; Ibn Sa‘id 
publicly confessed that they were right and he was wrong, and 
neither last year nor this year has there been such a celebration. 
Again, smoking is entirely forbidden amongst the King’s entourage 
and at any function which he attends. There have been numerous 
police raids in Mecca, Medina and Jedda, with the object of 
seizing liquor, and punishments ferocious to European eyes have 
been meted out to offenders. Not long ago a wretched Hadhrami 
stole a piece of the black stone from the Ka’ba in Mecca, because 
he thought that it would be lucky, but he discovered that any 
luck coming his way would have to be in Paradise, as his head 
was chopped off. A Hejazi who murdered his father and mother 
and then appealed to the King for clemency on the ground that 
he was an orphan, was executed at the same time. In his 
speeches Ibn Sa‘iid has been particularly severe on backsliders. 
At the last Pilgrimage banquet oration he said, ‘“‘ I fear Christians 
once but I fear so-called Moslems three thousand times.”’ This 
gave great offence to Mohammedans elsewhere, notably to the 
representatives of Persia and Afghanistan. Ibn Sa‘id has been 
definitely very much more strict on the observation of all the 
Wahhabi tenets recently. One more small example is that no 
music of any description is allowed in the Hejaz. Many Hejazi 
had brought in gramophones, so there was a police raid in which 
every single gramophone needle was seized; there is now not 
one to be had in the whole of the Hejdz except in the foreign 
missions. 

I will now tell you a little of the inner history of the Ibn 
Rifada affair. There was no paper in England, and I did not 
see even a vernacular paper outside Arabia, which got anywhere 
near the truth about the plot. It was exceedingly interesting 
and showed again that Ibn Sa‘id is definitely a very great man 
for getting himself out of difficulties. On June 14th last year 
a complaint was received from Ibn Sa‘iid that certain rebel 
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subjects of his had crossed the Transjordan frontier and had 
come into the Hejaz with the object of making trouble for him. 
On June 2oth a telegram arrived from the High Commissioner 
for Transjordan saying that about 400 or 450 of the Billi tribes- 
men (a tribe in the north-west of the Hejaz) had crossed to the 
Transjordan frontier on the narrow neck of land which runs 
between the north of the Gulf of ‘Aqabah and the Sinai Peninsula ; 
they had come along on Egyptian territory, not through Trans- 
jordan, but it was admitted that there were between 400 and 450 
of them in Hejaz territory. Ibn Sa‘id was faced with difficulties 
in several respects. In the first place, he had been having 
trouble in Asir; he had also been having trouble with the Imam 
Yahya; then the tribes about Ta’if were restive; and on top of 
that this number of men were coming down into the north of 
the Hejaz, where the financial position was very bad owing to 
lack of rain. Ibn Sa‘id’s spy service was exceptionally good 
and it was a strange matter, in view of what I shall mention 
later, that these 450 men had swollen in three weeks to 1250 
men, who could only have come from Transjordan, because the 
Admiralty had sent H.M.S. Penzance and H.M.S. Hastings to the 
north of the Gulf of ‘Aqabah in order to help Ibn Sa‘td. It 
did not suit our book at all that there should be a successful 
rebellion in which it was suggested the rebels had come over 
soil of which Great Britain had accepted the mandate. The 
rebel force was quite an unknown quantity, inasmuch as Ibn 
Sa‘id did not know to what numbers it would eventually grow. 
He did nothing hurriedly. He collected the Akhwan from the 
nearest settlements; he collected ten thousand at Ta’if and six 
thousand at a place called Al Ula on the old Hejaz railway from 
Damascus to Medina, which Colonel Lawrence blew up. For a 


distance of some ten to fifteen miles inland along the east side - 


of the Gulf of ‘Aqabah there are some high hills which are quite 
impracticable for men in any numbers. The rebels had got in 
the hills half-way between Muwaila and ‘Aqabah itself. Ibn 
Sa‘id despatched the six thousand Akhw4n gathered at Al Ula 
to Dhaba, a place a little north of Muwaila, and they swept up 
from there to the Transjordan frontier and exterminated Ibn 
Rifada and all his followers. Only a few escaped into Trans- 
jordan. As a lesson to any others, the head of Ibn Rifada was 
cut off and used as a football by the boys of Dhaba. 

It is difficult to interpret the psychology of the double number 
of the Mecca newspaper, the Umm-al-Qura, which was published 
in honour of the defeat of Ibn Rifada. The Umm-al-Qura is the 
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official organ of the Hejazi Government and is edited by Sheykh 
Yusuf Yasin, the head of the political section of the King’s 
Diwan. Many people believe that the whole of the important 
matter in this issue was submitted to and approved by Ibn 
Sa‘tid before it was published. For many reasons it is really 
of vital importance, not only as affording a clue to the King’s 
mind but also as showing which way the Arabian wind is blow- 
ing. Ibn Sa‘td was attacked in this Umm-al-Qura by his own 
son, the Amir Sa‘id, Viceroy of Nejd, and by the Ulema of 
Nejd, for exercising a restraining influence on the Akhwan: 
“Are you becoming less of a Moslem that you restrain true 
believers from attacking the hypocrite and prate to us of policy 
and administration?”’ It is interesting to note the precise 
implication of the Arabic word used for “‘ hypocrite’; it is the 
word used by the Prophet himself to describe those who, whilst 
outwardly professing the true faith, were at heart idolaters. 
The word here undoubtedly refers to the Amir ‘Abd’ullah. The 
Akhwan themselves waxed bitter in print. 

“Have you, oh Imam, summoned us from our tents in our 

thousands to exterminate a rat from a hole like Ibn Rifada, or is it 
your intention that after we have slain the rat we shall proceed against 
the real enemy? ” 
Another important thing about this number of the Umm-al-Qura 
was that for the first time in any official, semi-official, or demi- 
semi-official document published by, or under the auspices of, 
the Sa‘idian Government, the word “ Jihad’’ was used. The 
essence of the use of the word in this case was that the Jihad 
was to be of a Wahhabi Power against a Moslem, albeit a non- 
Wahhabi country. The word was used repeatedly throughout 
the whole number. It was an immensely clever piece of diplo- 
macy for Ibn Sa‘iid to have this published, in spite of the fact 
that he was attacked, knowing the effect it might have on the 
Foreign Office and on the Amir ‘Abdu’ lah. 

The Amir ‘Abdu’llah is the second extraordinarily important 
factor in Arabian politics. He has never forgotten, nor will he 
ever forgive Ibn Sa‘iid for the ejection of the Hashimites from 
the Hejaz in 1925. There can be no doubt, to an impartial 
observer, that ‘Abdu’llah was deeply implicated in the Ibn 
Rifada rebellion. Ibn Rifada was an exile from the Hejaz, 
belonging to Wejd, who had been exiled for rebellion against 
Ibn Sa‘td five years previously. It is a fact that Ibn Rifada 
and three of his leaders dined with the Amir of ‘Aqabah before 
they entered into the Hejaz. The Sa‘idian Arabian Navy (a 














524 INTERNATIONAL AFFAIRS [JULY 


little dhow with one gun on it) captured another dhow at ‘Aqabah 
in which they found a box containing a secret cipher and incrimi- 
natory letters from high officials of the Amir ‘Abdu’llah. In 
one of the letters there was written, “‘ You must press on and 
take either Muwaila or Dhaba or we cannot send you any more 
money or rifles.’ Shortly afterwards, under strong pressure, 
the Amir ‘Abdu’llah published a proclamation to say that he 
strongly disapproved of the affair, but one knows that these 
proclamations are not infrequently used in diplomatic circles to 
get out of an unfortunate faux pas. Soon after he blotted his 
copybook again by giving an interview to an Indian notable, 
a report of which was published in the vernacular press of Egypt 
and Palestine, in which he said that he would never rest until 
Ibn Sa‘tid was turned out of the Hejaz. Possibly some of you 
may have seen the article in The Times of July 14th, 1932. This 
gave great offence to Ibn Sa‘iid. None of the facts nor the 
implications in it were correct. 

From all the evidence in his possession it is not surprising 
that Ibn Sa‘iid does not feel favourably disposed towards the 
Amir ‘Abdu’llah. It is difficult to see how it is possible for 
there to be peace and freedom from raiding one way and the 
other on the frontier, so long as the Amir ‘Abdu’llah remains 
ruler of Transjordan. In view of the fact that Great Britain 
has accepted the mandate for Transjordan and is responsible for 
the foreign policy of that country, it is not to be wondered at 
that Ibn Sa‘id looks with a certain amount of suspicion on 
Great Britain. He may well view with amazement the appli- 
cation of the doctrine of laissez faire by Great Britain to the 
anti-Sa‘idian antics of her protégé. 

The Akhwan are the third important factor in Arabian 
politics. Mr. Philby numbers them at about 50,000 fighting 
men, but Ameen Rihani puts the number at about 73,000. For 
years throughout all the Arabic-speaking countries the Akhwan 
have been a bogey with which to frighten not only the children 
but also the grown-ups, but I think myself they are little better 
than a myth. They are of poor physique. They are certainly 
fanatical and brutal fighters, fanatical, perhaps, in view of the 
comforting Wahhabi tenet that if you are killed in battle you 
will enjoy a large number of houris in Paradise, whilst if you 
survive you will share in the loot; brutal, as is shown by the 
fact that they put to death every man, woman and child from 
Muwaila to the Transjordan frontier while they were “ chas- 
tising’’ Ibn Rifada. For months afterwards there was not a 
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living thing for the whole hundred and twenty miles. Never- 
theless a sound military appreciation of the Akhwan must lead 
one to the conclusion that untrained fighters, however brave 
they may be, have no possible chance against any trained troops. 
I should very much doubt whether the Akhwan were better 
troops than the Shabana of ‘Iraq; I would have backed any of 
my own companies of Shabana against double the number of 
Akhwan. Whether they are a terrible menace or not, the fact 
remains that Ibn Sa‘id has them under very firm control and 
can now ride them on a single snaffle. There is no tangible 
evidence to justify the belief that they would ever invade any 
country outside their own without express orders from Ibn Sa‘id, 
and he would never be likely to give the order. The two attacks 
they made recently on Transjordan were tragedies for the Akhwan. 

In this connection I should like to draw attention to a mis- 
take which I have come across in a book entitled The Middle 
East, by Major Polson Newman. Perhaps it is my legal train- 
ing, but I do not like to see something in a book which is not 
only inaccurate but is capable of being proved inaccurate. Hav- 
ing read the book I discovered that the authority for the state- 
ment was the Amir ‘Abdu’llah, who is naturally partisan. Major 
Polson Newman says, “‘ Undoubtedly the object of the raid was 
to increase the Wahhabi territory and revenue.” There is not 
one scrap of evidence to show that Ibn Sa‘iid ever approved of 
or had anything to do with either of the Akhwan raids. 

The Akhwan will never forget the words addressed to them after 
the last raid, from which out of one thousand, five men returned. 


































“Think not, ya Akhwan, that we consider you of much value. 
Think not that you have rendered us great service and that we need 
you. Your real value, ya Akhwa4n, is in obedience to Allah and then 
to us. When you go beyond that, you will be punished. And do 
not forget that there is not one among you whose father or brother 
or cousin we have not slain. Aye, Wallah, and it was by the sword 
that we conquered you. And that same sword is still above your 
heads. Beware, ya Akhwan. Encroach not upon the rights of 
others. If you do, your value and that of the dust are the same. 
We took you by the sword and we shall keep you within your bounds 
by the sword, insha‘llah.”’ } 


The latest step Ibn Sa‘tid has taken has been to change the 
name of his dominions from the ‘‘ Kingdom of the Hejaz and of 
Nejd and its Dependencies” to the “ Kingdom of Sa‘idian 
Arabia.’”’ This is the master-stroke of Ibn Sa‘ud’s career. I 
1 Taken from Ibn Sa‘iid, by Ameen Rihani. 
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count myself among those people who consider that this idea 
emanated from the King himself, because no one possessing even 
a superficial knowledge of the Bedouin could suppose that it was 
a change brought about voce populi. I have brought with me 
several of the petitions which were published in the Umm-al- 
Qurad. It was stated in the editorial that Ibn Sa‘td consented . 
to the change, about which he knew nothing before. I will 
read one of the petitions in order that you may appreciate the 
language it is couched in, the high-flown language of the Arabs 
which is really rather beautiful. 


“In the Name of God, the most Merciful, the Compassionate. 
There is no Might nor Power save in God, the High, the Great. 
Praise be to the One God. 


On this day, the 12th Jumada al Ula, 1351 a.H. [13th September, 
1932], the undersigned have gathered to discuss and consult upon a 
question concerning dignity, honour, grace, union and harmony, and 
to take a decision in this respect and to submit it to His Majesty 
King ‘Abdu’l-‘Aziz ibn ‘Abdi’r-Rahmani al Feysal al Sa‘tid, may 
God grant him success and prolong his reign. God the most Almighty 
has distinguished this country from its sisters, the other Arab countries. 
It is thus the most honourable, the highest ranked, the most strongly 
peopled, the most populous, the most independent, the best capable 
of facing calamity and evil-doing and the readiest to pursue beneficial 
and profitable ends. God has granted its people distinctions of which 
others have been deprived. Thus they are one Arab race in origin, 
in customs, traditions, religion, obedience [Islam] and history. The 
whole country can thus become united and be one completely united 
race. Its people can be one nation, without difference between those 
who come from the Tihama, Nejd or the Hejaz, from the East or the 
West. This being the state of the country and its people and this 
being its distinguished position amongst all other countries inhabited 
by Arabs; and as its present governmental systems do not tally with 
the nature of the unity possessed by it and its people; and as its 
present name, ‘The Kingdom of the Hejaz-Nejd and its Depen- 
dencies,’ does not express the racial, governmental and national unity 
which should appear in it, but only exhibits certain names of geo- 
graphical regions of the Arab lands which fail to represent the actual 
fact referred to above, and does not reflect the wish which the people 
of this nation have in their hearts, namely, the union of and agree- 
ment between all Arabs of different countries and from remote homes ; 
and as the above-mentioned systems of government do not show the 
general connections which exist between the inhabitants, neither do 
they indicate the joint obligations which exist between them, for the 
dignity and honour of the country (as was demonstrated by the 
cooperation shown during the recent Ibn Rifada happenings), while 
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they should show real union between the two important parts of the 
Kingdom under the shade of His Majesty the King—the present 
people most humbly submit to His Majesty their earnest desire and 
request that he may be pleased to issue his imperial decree sanctioning 
the change of the present name of the Kingdom to one more appro- 
priate to actual conditions, more indicative of future aims, and one 
more clearly commemorative of the one who was the cause of this 
unification and agreement, namely, the person of His Majesty the 
redeemed King; changing the name of the ‘ Kingdom of the Hejaz- 
Nejd and its Dependencies’ to that of the ‘ Kingdom of Sa‘idian 
Arabia,’ which designates the countries inhabited by those Arabs 
whom God has helped His Majesty the King ‘Abdu’l-‘Aziz al Sa‘iid 
to bring to union. And as stability, permanence and steadfastness 
are amongst the principal conditions to which nations aspire in their 
political and social life, without which they cannot hope to face con- 
tingencies and mishaps, and without which no country or nation can 
stand firm, as is seen in the history and fall of nations, governments 
and countries which have neglected such grave matters, petitioners 
humbly beg His Majesty the King, may God prolong his life, to grant 
another request, to the effect that His Majesty may be pleased to 
issue his gracious order approving the drawing up of a constitution 
[literally ‘ regulation of government ’] and the succession to the throne 
so that everyone, friend or foe, near or far, may know that this 
sovereignty is firmly established and cannot be disturbed by storms 
or events. His Majesty, may God prolong his life, is the best qualified 
person to appreciate the important matter, its far-reaching benefits 
within and without the country, and the consolidation of its moral 
and material state. We pray that God Almighty may help His Majesty 
the redeemed King, for the welfare and prosperity of the country.” 


There are sixteen signatures to this petition, of which the 
first is that of Sir Fu’4d Hamza, who was knighted when the 
Amir Feysal came on his mission to London to raise money. 
It is not an extravagant thought to add the word “ creed ”’ to 
the statement, ‘‘ one Arab race in origin, in customs, traditions, 
religion’; it is possible that at the back of Ibn Sa‘itid’s mind is 
the pious hope that at some future date all his subjects will be 
one in Wahhdbism. I suggest that this petition does not bear 
the semblance of having come from the wild Bedouin of the 
heart of Arabia. 

I should like to read you the Royal Decree published on 
September 18th, 1932, in answer to these petitions and in answer 
to the unanimous wish of Ibn Sa‘id’s subjects. 


“ After placing our reliance on God, and as a result of the tele- 
grams sent to us by all our subjects in the Kingdom of the Hejaz 
and of Nejd and its Dependencies, in accordance with the public 
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desire in our country, and wishing to unite the parts of this Arab 
Kingdom, We decree the following :— 


1. The name of the Kingdom of Hejiz and Nejd and its Depen- 
dencies shall be changed to that of the ‘ Kingdom of Sa‘tidian 
Arabia’ [Mamlakat ‘Arabiyat as-Sa‘idiya], and our title 
shall in future be ‘ King of the Kingdom of Sa‘idian Arabia.’ 

2. The change shall take effect as from the date of its announce- 
ment [September 22nd]. 

3. This change shall not affect the treaties and international 
obligations and agreements, which will remain effective and 
binding. Neither shall it affect the contracts and agreements 
made with individuals, which will continue to be effective. 

4. All previous regulations, instructions and orders given by us 
shall remain in force after this change. 

5. The organisation of our present Government, whether in the 
Hejaz or in Nejd and its Dependencies, will provisionally 
continue in its present form until a new organisation is laid 
down for the whole Kingdom on the basis of the new 
unification. 

6. Our present Council of Ministers shall start immediately to lay 
down a basic constitution for the Kingdom, a rule for succes- 
sion to the throne, and a regulation for the organisation of 
the Government, and shall submit them to us for our orders. 

7. The President of our Council of Ministers has the right to add 
to the members of the Council of Ministers any person or 
persons of intelligence, while the above-mentioned regulations 
are being prepared, in order to benefit from their opinions 
and to obtain enlightenment from their knowledge. 

8. We choose Thursday the 21st of Jumada I, 1351, the first day 
of the equinox, as the day on which shall be announced the 
unification of this Arab Kingdom.” 


There are two comments to be made on this Decree. You 
will have noticed, discreetly tucked away, is a statement about 
a rule for the succession to the throne. That is an adroit move. 
There are three possible candidates, the King’s eldest son, the 
Amir Sa‘iid, Viceroy of Nejd, the King’s second son, the Amir 
Feysal, Viceroy of the Hejaz and Minister of the Foreign Office, 
and the King’s brother, the Amir Muhammad ibn Abdu’r-Rahman, 
who really should have succeeded to the throne in place of Ibn 
Sa‘ud. Ibn Sa‘id has thrown this matter of the succession on 
the Council of Ministers. The British have always been very 
fond of constitutions—we come, we see, and we constitute— 
but I would suggest that one of the finest constitutions at present 
existing in the world is that in Sa‘tidian Arabia, which has an 
Assembly of sixteen people, eight of them appointed by the 
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King and eight of them elected—-I should perhaps add that they 
are elected by the King. That, in my opinion, is an ideal form 
of constitution ; you get sixteen members appointed by the King. 

I should like to summarise shortly my own views on the future 
of Arabia under Ibn Sa‘tid. Ibn Sa‘iid is a genius. It is by no 
manner of means an exaggeration to say that he is the greatest 
Arab since the Prophet. He is very fond of saying, ‘‘ The 
English are my friends; but I will walk with them only so far 
as my religion and honour will allow.” But he is genius enough 
to know when to continue the walk even though it is necessai y 
to allow a certain amount of elasticity, both to his religion and to 
his honour. In several matters repeatedly, perhaps almost once 
every six months, he has come up against Great Britain, and 
he has an uncommon instinct for choosing the occasions when 
he can stand his ground and beat us, because for some reason, 
perhaps not connected with Arabia, perhaps a Labour Govern- 
ment, we cannot do anything at the time. He always chooses 
such occasions and always wins, increasing his prestige every 
time. Otherwise he lodges a strong protest and gives way. 

At the beginning of last year, for instance, there was trouble 
about a slave who took refuge in the British Legation at Jedda. 
Great Britain is the only country that has the right to manumit 
and repatriate slaves who get into the Legation by the Treaty 
of Jedda which Sir Gilbert Clayton signed, but royal slaves are 
exempt from the purview of the Treaty and therefore have to 
be handed back. This slave was claimed by Sir Fu’dd Hamza 
as being a royal slave. His Majesty’s Minister took an elaborate 
statement from him by which it appeared that he had come 
from Nigeria in childhood with his parents on pilgrimage. It 
took two years to get across Africa, and after many vicissitudes 
he had got to the Hejaz, where he was stolen and sold as a slave. 
He had then been stolen again and sold once more. He even- 
tually fetched up in Medina in 1924, and when Ibn Sa‘iid con- 
quered Medina in 1925 his capturer had presented him to the 
King. But in fact the slave had never been in the King’s house. 
He had been in the house of Sheykh Yusuf Yasin, who purchased 
slaves for the King. So Sir Andrew Ryan said that he was not 
a royal soldier or servant in the meaning of the Treaty of Jedda. 
Sir Fu’ad refused to give way and sent ten Nejd soldiers and 
officers down to the quarantine jetty with orders to shoot the 
slave on sight. They would not go to the extent of shooting a 
slave if he was on British soil. The Legation, the Legation car 
and the launch were British soil. Meanwhile the Foreign Office 
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arranged to send H.M.S. Penzance to Jedda. Finally, a game of 
cricket was arranged between the Europeans of Jedda and the 
sloop, and the soldiers thought no one would play cricket if the 
serious business of getting the slave through was to be done, 
so the men in charge simply took the slave down and walked 
him through and he was taken off to the sloop. At the time 
there was very serious trouble. The King sent a strong protest 
to the Foreign Office and even threatened to withdraw the 
Hejazi Minister in London unless the slave was given back. 
He was told to withdraw the protest or there would be trouble, 
and knowing that the Amir Feysal later in the year was going 
to London in the hope of raising a loan, he withdrew his com- 
plaint so as not to spoil his chances of getting the money, and the 
whole affair ended amicably. 

I told you about Khurmah and how, although he had been 
warned off by Lord Curzon who sent an emissary to say he was 
not to defend it, he not only defended it but killed 3900 out of 
the 4000 men sent against him. He always manages to pick the 
right time to take a firm line. Even now he has one or two little 
aces—or bombshells—up his sleeve, such as the Hejaz Railway 
and the Arabian air route. The only route for Imperial Airways 
flying to India, in the event of not being able to fly over Persian 
territory, is via al Hasa and the Persian Gulf. Then he has 
always had a claim to ‘Aqabah, and the strange thing is that the 
agreement by which he agreed to accept the de facto boundary 
between Transjordan and the Hejaz, leaving himself the right 
to raise the legal question at a later date, was based on the 1918 
military survey map, in which the boundaries between Trans- 
jordan and the Hejaz and between Nejd and ‘Iraq were fixed 
with regard to meridians, and it has since been discovered that 
the map on which the survey was founded is thirty miles wrong. 

Many of these things are purely matters of opinion and I 
certainly do not wish to appear dogmatic. But it is my firm 
belief that Ibn Sa‘iid wishes to become the paramount chief of 
all Arabic-speaking countries. That is his great ambition, and 
that all his subjects should profess the Wahhabi creed. That 
is why I draw attention to the word for “‘ unity ” in the petition. 
He believes himself to be possessed of a divine mission to have 
all his subjects converted to Wahhabism, which is far and away 
the sternest sect of Islim. But I do not believe he will ever 
risk or bring about any war in which Great Britain could possibly 
be implicated in furtherance of that ambition. If he achieves 
his ambition it wili be by peaceful means, not by means of war. 
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The only war which one can visualise as being within the realm 
of practical politics would be against the Imam of the Yemen. 
When he was having trouble in Asir, the Imam thought it an 
admirable opportunity to raise the frontier question and sent 
some of his warlike Yemeni over the border, as a result of which 
Ibn Sa‘td ceded to him a mountain north of Sana. It is difficult 
to believe that he would have ceded this but for the trouble he 
was involved in elsewhere in his dominions. There would be no 
dangerous repercussions from a war with the Imam. The 
Italians have to a certain extent lost interest in the Yemen. 
They have a treaty with the Imam, and because of the tension 
between the Imam and Ibn Sa‘iid they refused to enter into any 
treaty with the latter until last April, when they not only entered 
into a treaty of commerce, paying attention to fishing and other 
rights in the Red Sea, but also sent a Minister to Jedda, whereas 
before there had only been a Consul. If there was war between 
Ibn Sa‘tid and the Imam I doubt if the Italians would take any 
part. It is difficult to see how it could affect Great Britain so 
that we should feel called upon to interfere. We should no 
doubt, in diplomatic language, advise counsels of moderation, 
but that would be about the limit of our interest. 

But when Ibn Sa‘id dies the whole political position in 
Arabia will be changed. There is not one of his possible suc- 
cessors who could contain the dissentient tribal elements for a 
week. The Amir Sa‘id is a fanatic and an anti-European. 
The Amir Feysal is quite useless; he is titular Minister of Foreign 
Affairs but he does no work in connection with it at all. The 
Amir Abdu’r-Rahman, the King’s elder brother, is not really 
powerful. No one has the personality of Ibn Sa‘iid, and there- 
fore there will certainly be very grave trouble when he dies. 
So I think one can with all sincerity repeat the Bedouin greeting 
to their King, ‘‘ May Allah bless the Imam ‘Abdu’l-Aziz and grant 
him a long life.” 

Summary of Discussion. 

QuEsTIon: What tribes was the Amir ‘Abdu’llah supposed to 

have lent to Ibn Rifada ? 


Captain Lewis replied that the Amir could not be said to have 
done anything so definite. There were Hejazi tribesmen living in the 
north who periodically migrated into Transjordan for grazing. They 
were subjects of Ibn Sa‘iid and had been giving him trouble, so to 
get out of his power they stayed in Transjordan. When Ibn Sa‘iid 
asked the Transjordan Government to hand them back this was 
refused, but the Government said they would be put in a place away 
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from the border. One of the first things that happened when Rifada’s 
rebellion broke out was that two hundred of these tribesmen came 
down and stole the camels of the Akhwan who were chastising Rifada. 
The support given to Rifada could not be described as a tribal move- 
ment. Captain Glubb, the officer on the frontier, was told by the 
tribesmen that the British Government had not only consented to 
Ibn Rifada’s rebellion but were financing it; they had been told this 
by ‘Abdu’llah’s emissaries. 


Str JOHN CHANCELLOR said that he had known King Husein and 
the other Hashimites, and that the Amir ‘Abdu’llah had been a friend 
of his when he was High Commissioner of Palestine and Transjordan. 
He would not be surprised to learn that ‘Abdu’llah had encouraged 
the Transjordan tribesmen to invade Hejaz territory, because the 
expulsion of Ibn Sa‘id from the Hejaz was the dominating motive 
of ‘Abdu’llah’s policy, and he had found it impossible to induce Amir 
‘Abdullah to give an undertaking that he would formally recognise 
Ibn Sa‘iid as King of the Hejaz. Ibn Sa‘iid was certainly a powerful 
ruler and he was generally frank and straightforward in his dealings ; 
but he was a disagreeable neighbour to Transjordan. In spite of an 
agreement which he had made to that effect, he refused to allow his 
officers in the frontier area to have direct communication with the 
officers of the Transjordan Government, and, as large numbers of 
Transjordan tribes crossed the border into Hejaz territory for grazing 
every summer, this restriction led to many difficulties and misunder- 
standings that might otherwise be avoided. 

Ibn Sa‘iid no doubt controlled the tribes in the Hejaiz and Nejd. 
But his rule was purely personal. His life might come to an end at 
any time, and he believed that none of his sons was fit to take his 
place as ruler of the Hejaz and Nejd. It was difficult to see what 
would happen on his death. As regards the three oldest Hashimite 
brothers, he believed that the Amir ‘Abdu’llah’s ambition was to 
become King of the Hejaz; King Feysal would probably like to 
become King of Syria and ‘Iraq and perhaps also of Transjordan ; 
Ali had bad health and was less ambitious than his brothers. A few 
years earlier rumours had been prevalent that Ali might be selected 
as King of Syria by the French; but the French had apparently 
abandoned the idea of making a King in Syria. The chances of the 
Hashimites, who were not popular in Mecca, succeeding in their plans 
seemed remote, even if Ibn Sa‘iid’s sons proved to be as ineffective 
as was generally believed. 

He did not see how the Hejaz Railway could be described as an 
ace in the hands of Ibn Sa‘tid, as suggested by Captain Lewis. Ibn 
Sa‘tid had refused to consent to the reopening of the railway from 
Ma’an to Medina unless the whole of the Hejaz Railway was handed 
over to him. That was a preposterous demand to which neither the 
British nor French Governments could assent. He understood that 
both France and Great Britain had agreed that all profits on the 
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Hejaz Railway should be credited to Waqf funds. There was, for the 
time being, however, little prospect of profits accruing. The Hejaz 
Railway was at present about £100,000 in debt to the Government 
of Palestine in respect of the working of the sections of the Hejaz 
Railway running through Palestine and Transjordan. 


CAPTAIN LEwis suggested that many difficulties arose from the 
fact that Egypt and the Hejaz were under the Foreign Office, while 
Palestine and Transjordan were under the Colonial Office, and the 
Persian Gulf was under the India Office. He recognised that his own 
admiration for Ibn Sa‘iid was not shared by everyone. 

The return of any member of the Hashimites to the Holy Places 
of Islam would be universally execrated, in view of the treatment 
accorded to pilgrims by Husein and Ali. 

The Hejaz Railway had been built, not by Turkey but from the 
Waqf funds given by benevolent Moslems in every country in the 
world, including India. The profits, if any, were therefore at the 
disposal of Ibn Sa‘iid for the poor of Mecca and Medina. The British 
Government realised this and had given definite orders that certain 
claims to Waqf funds arising from Transjordan and Burman donors 
who were dead should be accounted to Ibn Sa‘id. Ibn Sa‘iid was in 
a position to say that he would not open that part of the railway 
unless the funds from it were to be handed over to him for distribution 
in accordance with the wishes of the donors. Incidentally, Junkers 
had offered to rebuild the railway right to Mecca and to build a road 
alongside it, on the understanding that at the end of four years’ working 
the whole thing should be handed over to Ibn Sa‘iid’s Government. 

He thought it was an ace up Ibn Sa‘iid’s sleeve to know that the 
British Government had actually embarked on a solemn agreement 
with another country based on an error in British survey work. That 
fact would certainly militate against the British case if a claim were 
brought before the Hague Court. The High Commissioner had 
recently instructed the officials at Jedda to lodge a protest with Ibn 
Sa‘id for infringement of the frontier at Hadithah and Hazim Wells; 
shortly afterwards Ibn Sa‘iid had made an equally strong complaint 
that Captain Glubb had gone through his territory with five cars. 
The surveyor had then reported that Hadithah was on Ibn Sa‘iid’s 
territory, although the British authorities had always considered it 
to be in Transjordan. The boundary was not a straight line but 
went north round the Wadi Sirhan. 


QuEsTION: Why was the proclamation of Sa‘itidian Arabia such 
a master-stroke? If none of Ibn Sa‘iid’s successors could carry his 
cloak, would not the subsequent confusion be worse following an 
artificial connection ? 


CapTAIN Lewis said that Ibn Sa‘id had gained recognition of his 
annexation of Asir by including all his dominions under the one name 
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of Sa‘idian Arabia, which had been accepted without reservations 
by Great Britain and Italy. The latter had now appointed a Minister 
to Jedda. The Hashimites, who were enraged at the linking of the 
name Sa‘iid with the whole of Arabia, had no legal complaint. The 
new name had a meaning for the outside world which the old name 
had lacked; people who had never heard of the Hejaz knew of Arabia. 


QuEsTION: How did British salesmanship compare with that of 
other nations ? 


CAPTAIN LEwis replied that in his experience the leaders of British 
industry deserved no sympathy because they would not take the 
trouble to study the psychology of prospective customers. Of the 
3000 motor-cars in Arabia only eleven were British. All the soap sold 
was French or German, because what the Arab wanted was not a 
creamy complexion but something that was cheap and would make a 
good lather. There were no manufactures in Arabia, where the people 
existed chiefly on fleecing pilgrims, so there was plenty of opening for 
importers, but the British firms did not think it worth while. 


THE CHAIRMAN said he was depressed about conditions in Arabia 
and about the attitude of Ibn Sa‘tid, who was not a natural ally of 
Great Britain. There had been cause for dissatisfaction. In the 
Ibn Rifada affair a country under British protection had undoubtedly 
been concerned and no British démenti had been issued of the reports 
which reached other Arab countries that the British Government 
was behind the rebellion. It was only fair to say that Ibn Sa‘id 
himself had given a démenti in the communiqué in which he thanked 
the British Government for the services rendered by the Navy in the 
Gulf of ‘Aqabah which had prevented supplies from reaching Ibn 
Rifada. He feared, however, that Ibn Sa‘itid was hardening towards 
the foreign Arab States, particularly those under British protection. 
He was therefore relieved to hear Captain Lewis say that Ibn Sa‘iid 
was determined to avoid any serious complication with Great Britain. 

The question as to what would happen on Ibn Sa‘iid’s death was 
exceedingly grave. The Hejazi population was very hostile, not to 
Ibn Sa‘iid but to Nejd domination, and there was every possibility 
that there would be a strong movement for breaking apart. That 
brought in the question of ‘Abdu’llah and King Feysal and it was 
difficult to see how a serious situation could be avoided. 

With regard to Yemen, opposition was based on religious sectarian 
grounds as well as on the temperaments of the two rulers. It was 
fortunate that the soldiers of the Yemen were only accustomed to 
mountainous country and those of Ibn Sa‘id to the plains, as this 
would restrict the operations of either on the other’s territory. 

He would have liked to hear more about the trouble in Asir, which 
seemed to be a focus of opposition. There were undoubtedly other 


fingers in that pie. 
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AND BY 
SiR ARTHUR SALTER, K.C.B., 
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LorD EusTACcE Percy: It is an honour for me to welcome 
to-day the representatives of the Institutions for the Scientific 
Study of International Relations who have assembled here for 
the Sixth Conference which these Institutions have held since 
the Preliminary Meeting convened in Berlin five years ago by 
the International Institute of Intellectual Cooperation. 

This Sixth Conference takes place at a significant moment. 
We are met to continue in greater detail the discussions begun 
at the Fifth Session of the Conference at Milan last year on the 
subject of the State and Economic Life, and we meet on the eve 
of the sessions of the World Economic Conference which are 
about to be held in this city. The two Conferences are very 
different, though they synchronise so nearly. Ours is a con- 
ference of students. We do not lightly lay claim to the title of 
experts, though there are distinguished experts among us. Still 
less, in this comparatively early stage of the scientific study of 
international relations, can we venture to call ourselves scientists ; 
but our approach to these problems is that of the scientific student. 
We have no responsibility for arriving at early conclusions; so 
far as any citizen of any country can be regarded as disinterested 
in face of the pressing problems of the modern world, we are 
concerned only with the disinterested pursuit of objective truth. 
The World Economic Conference, on the other hand, will have 
very different responsibilities: the responsibilities which rest 
upon statesmen and upon the experts who assist them. Their 
concern will be—at least let us express the trembling hope that 
it may be—to take, positive action. This contrast suggests some 
considerations as to the meaning of the word “ science ” in relation 
to the study of politics, and especially of world politics. 
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There is, of course, one obvious difference between physical 
and political science. For practical purposes, physical science 
enjoys one great advantage: the physical universe may be 
inscrutable, but at least it is calmly inscrutable; it will not shift 
under man’s microscope. It is, indeed, we are told, not so un- 
changeable as our fathers supposed, but, though it may be 
expanding or decomposing, we know that, for practical purposes, 
it will present the same face to our grandchildren as to us. We 
have plenty of time for experiment and speculation. The case 
is very different when man turns from the study of nature to the 
study of himself. 

Social man, in any form in which we can recognise him as a 
man and a brother, has had but a short life of a few thousand 
years. Against the almost inconceivable background of the 
countless aeons which, we are told, went to the fashioning of the 
physical universe, he seems to emerge suddenly as on a lighted 
stage, and, since his appearance, his history has been one of 
incessant and violent movement, certainly not explainable by 
reference to any law known, or guessed at, by the biologist. 
To-day, as at all previous moments in his history, he refuses to 
abide the questionings of the disinterested investigator. Hardly 
has the investigator completed his scientific study of the eco- 
nomics of over-population, when he finds himself confronted with 
a stationary population and with the economics of glut. Mean- 
while, the calm assurance with which he had learnt to speak to 
statesmen gives place to hesitation and doubt; the deference 
with which the statesman had learnt to accept his conclusions 
gives place to impatience and clamorous demands for a re- 
formulation of doctrine. For man must govern himself somehow 
while the student is pursuing his researches, and, for the purposes 
of government, he must content himself with the nearest approxi- 
mation to truth available to him at the moment. Thus any 
scientific study of human relationships, and especially of inter- 
national relationships, seems to be perpetually behind the times ; 
the expert is he who, however great his erudition, has, like Sir 
Arthur Salter, hit upon the best line of approximation to truth 
in the course of hard administrative experience. With what 
hope, then, and with what assurance of usefulness can we pursue 
our scientific studies ? 

There are, I think, two answers to that question. The first 
is that, while we cannot solve the immediate problems of states- 
men, we can, in the long run, largely determine the atmosphere 
in which these problems are discussed. That, surely, is the chief 
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contribution which has been made in the past by men and women 
who have approached political studies in the scientific spirit. 
Take, for instance, the gradual reform of the penal system during 
the past hundred years. The criminologist, the psychologist 
and the philanthropist have not yet succeeded in making the 
punishment fit the crime or in reforming the criminal, but they 
have set a standard for the dispassionate and sympathetic con- 
sideration of crime and punishment which has insensibly changed 
the mind of the administrator and the legislator and has made 
impossible many of the old unthinking savageries. Or, again, 
in our industrial system, researches into industrial fatigue and 
scientific management, or experiments in vocational guidance, 
have not yet revealed to the practical man the secret of success 
in business, or instructed him how to recruit his personnel, but 
they haveat least indicated the possibility of deliberate and humane 
planning in industry, and they are thus slowly but surely dis- 
crediting that easy faith in rule-of-thumb intuitions which used 
to characterise the old system of competitive laissez faire. It 
will surely be the same with international economic relations. 
At present—let us confess it frankly—economic negotiations 
between governments are usually less statesmanlike than nego- 
tiations between the competing industrialists of different nations. 
It is easier to form an international cartel in any industry than 
to secure agreement between governments in the interests of that 
industry. In fact, the intervention of the State in international 
econoinic life, instead of softening the asperities of self-interested 
competition, tends usually to add to those asperities the additional 
irritant of political jealousies and ambitions. Moreover, it is 
the special weakness of democracy that it insists on the repre- 
sentative character of governments, and thereby restricts their 
independence of judgment and their freedom of action. That, 
as we all know, is the danger which threatens the World Economic 
Conference. There can be no more useful or more hopeful 
function for an unofficial conference such as this than quietly 
but steadily to convey to the mind of the statesman, and to the 
electorate on which he depends for his authority, a sense of the 
irrelevance of many of these jealousies and ambitions to the real 
problems which the nations have to decide, and to prove that 
there is such a thing as a dispassionate and scientific approach 
to those problems. 

But, important as is this question of atmosphere, there is a 
second and even more important answer to my question, If we 
cannot give to statesmen authoritative guidance about the 
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political issues of to-day, we can warn them of the issues that will 
probably confront them to-morrow or the day after. If the poli- 
tician is more up to date than the scientist, in the sense that he 
is forced to make up his mind on issues which the scientist is 
still patiently investigating, it is also true that the politician 
must always be behind the times in the sense that the over- 
whelming preoccupations of the moment make it impossible for 
him to speculate very far ahead in the future. If, on the other 
hand, the scientific approach to the study of international rela- 
tions has any function to perform, it is emphatically the function 
of foresight. I sometimes wonder whether the political or 
economic scientist has sufficiently realised this in the past. May 
it not be that the comparatively slow growth of political studies 
has been due to the mistake of assuming the indefinite continuance 
of existing conditions, or, at best, of the trends observable in the 
immediate past? If that assumption has been made, it is a 
profound mistake. A trend in human affairs may be reversed, 
and may, indeed, be reversed with comparative suddenness. To 
judge from the past, the course of man’s social life is cataclysmic 
rather than evolutionary. If the scientific student of human 
affairs cannot learn to predict the unexpected, his occupation 
will soon be gone. 

I put this question because, if I may speak as an ignorant 
layman among so many economic experts, I am puzzled by what 
seems to me the neglect, in most of our economic thinking, of 
certain factors in human life, which appear likely profoundly to 
affect the whole structure of national and international society 
in the comparatively near future. The older economists, as 
everyone knows, laid down an iron law of wages. That law was 
questioned and discredited, and we are only now beginning to 
realise that there was perhaps something more, even in the 
cruder statements of the wage fund theory, than we thought 
thirty years ago. But the older economists laid down also an 
iron law of capital, in the doctrine of the tendency of profits to 
aminimum. That doctrine was also questioned and discredited, 
on the ground that it took no account of the increasing demand 
for capital caused by the growth of the population. The fact 
that, even after the birth rate had begun to fall in Western and 
Central Europe, the death rate continued to fall also, led 
economists, whose main business was not the calculation of vital 
statistics, to assume that population must continue indefinitely 
to increase. They admitted, however, as a purely theoretical 
proposition, that, in a state of stationary or declining population, 
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the tendency of profits to a minimum would operate. We now 
know that this theoretical proposition must almost inevitably 
represent the condition, in the very near future, of countries 
comprising more than three hundred millions of the population 
of the civilised world, and including all the chief industrial 
countries. In the absence of a widespread redistribution of 
population by immigration from more prolific agricultural 
countries, are we not, then, confronted by the prospect of a drastic 
devaluation of the capital of industrial countries, that is to say 
of the chief capital reservoirs of the world? What will be the 
probable effect of such a devaluation on the social structure of 
those countries, and on the means of livelihood of their popula- 
tions? Statesmen have no time in these days to consider so 
enormous a question; it will certainly play no part in the pro- 
ceedings of the World Economic Conference; yet it may well 
prove to be the determining factor which will, in the long run, 
decide the success or failure of national economic policies and of 
all international economic agreements. 

This may only be one of the nightmares of ignorance, but at 
least it offers an illustration of the kind of trained foresight 
which, it seems to me, the scientific study of international 
relations must aim at evolving. 

But, in conclusion, may I return for a moment to the question 
of atmosphere? I suppose that there are few citizens of any 
nation just now who do not feel that modern statesmanship has 
lost its way. In our blacker moods, at least, it must seem to us 
that a sort of fog of futility hangs over the activities of all govern- 
ments. It may well be that this sense of frustration arises, not 
so much from failures of scientific diagnosis or foresight, as from 
our lack of power to make any compelling moral appeal to the 
peoples of the world. However rigidly objective our approach 
to the study of human affairs may be, no such approach can be 
really scientific unless it takes account of those moral factors 
which so largely determine human action. What, after all, is 
the Europe and America (to speak for a moment only of those 
great regions) whose probiems are the subject of our considera- 
tion? However old-fashioned the phrase may have become, 
however forgetful we may sometimes be of its meaning, this 
western world is still “ Christendom ”; a society with common 
traditions, a common culture, a common history and, in spite 
of all lapses, a common faith. Do we sufficiently realise that, 
in the perspective of history, it is only little more than two 
hundred years since this society emerged from a long agony of 
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violence and pestilence, as protracted and as intense as any 
which has afflicted any part of the world in any age? It has been 
guessed that, after mediaeval civilisation had reached its peak 
at the close of the thirteenth century, the population of Europe 
was halved by the Black Death; it has been guessed, too, that, 
during the three hundred and fifty years following that disaster 
—let us say, from the Hundred Years’ War to the Peace of 
Utrecht in the west, and from the Battle of Kossovo to the Peace 
of Carlowitz in the east—the population of Europe was practically 
stationary, increasing by perhaps about ten per cent. in the whole 
three and a half centuries. This age of agony has been succeeded 
by a short two hundred years of brilliant revival, ending in a 
four-years’ paroxysm of self-destruction. During the last four- 
teen years, this great society has been given an opportunity to 
reconstitute and rule itself as one great family of nations. Sadly 
as we have hitherto misused that opportunity, the opportunity 
is not yet lost; it will remain open, we may hope, for a short 
space of time at least; but all signs converge to show that the 
space must be very short. Never, surely, have moral idealism 
and political statesmanship been offered a more urgent, or, if 
they are true to themselves, a more hopeful mission; but, if 
they fail, never will failure have deserved so final a condemnation. 


SIR ARTHUR SALTER: In the ensuing sessions of this Con- 
ference we are going to discuss the enormous questions that turn 
upon the relations of the State to Economic life; in their external 
aspect as affecting international trade and finance, and in their 
internal aspect as regards State intervention in private economic 
enterprise. Our discussions are based on the preliminary 
Conference held at Milan last year and also upon the long, 
elaborate and exhaustive work of preparation which has pro- 
ceeded in the interval. 

The Conference represents a new and most valuable and 
interesting experiment in the attempt to bring into direct and 
fruitful contact the experience of those engaged in handling the 
practical work of the world and the contributions of those who 
have been engaged in study, in research, and teaching from the 
more scientific and academic point of view. I have only been 
associated with this Conference at the last moment as it meets, 
and have no credit for the work which has preceded it. I may 
therefore comment in a few words from the point of view of a 
detached observer. 

I have been engaged for a quarter of a century in various 
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administrative tasks whose success has required a close co- 
operation between the official and the man engaged in practical 
business, while, on the other hand, it has needed the guidance 
of scientific doctrine and research. One thing has been impressed 
on me with increasing force throughout that period, 7.e. the extent 
to which bridges are lacking between the scientific work of the 
world and the work of the business world. 

If I understand aright the object of this Conference, or rather 
series of conferences, their object is to build bridges between the 
scientific and academic men on the one hand and those engaged 
in practical politics and business on the other. Many people, 
both in institutions and individually, have been studying to some 
extent in isolation from each other, and to some extent also in 
isolation from those who have a complementary experience of 
practical politics or business, some of the problems on which are 
now concentrated the main interest and attention of the world. 
I have been very much struck by the way in which on the one 
hand research itself has often suffered from incorporating to an 
inadequate extent the practical experience which is a necessary 
element in the study of many of the problems we have to meet ; 
and on the other hand the extent to which those who are feeling 
and fumbling their way to practical action have failed to utilise 
the assistance which was waiting for them if they made contact 
with those who had a longer vision owing to their detachment 
from the business of daily life. I believe that more important 
than the continuance or increase of pure research is a continuous 
and increasing effort to build bridges between research on the 
one hand and practical knowledge on the other. 

This, as I understand it, is the object of the Conferences of 
which the meetings of this week are one example. As I say, I 
am convinced that this ambitious experiment offers a very valu- 
able contribution towards the solution of the practical problems 
of the world, both of the present and of the future. 

I think it is fortunate that the particular subject which now 
engages our attention—the relations of the State to Economic 
Life—has been the one chosen. Indubitably the overwhelming 
and main problem of our era is the problem of government in 
the wider sense, which includes not only political government, 
but any institution which guards the public interests by regulating 
and controlling the specialised and competitive activities of men. 
That is more so than at any previous age, because we have now 
entered indubitably a period of realisable abundance. For the 


greater part of man’s history, indeed almost the whole of it, the 
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basic fact of his life has been an inescapable scarcity of material 
resources and wealth. That period has ended as a result of a 
hundred and fifty years of scientific research, of mechanical 
invention and the application of science to industry and of 
industrial progress. We now know that we have enough know- 
ledge, material resources and productive capacity to provide the 
material goods which are needed for the necessities and the 
reasonable luxuries of the whole of mankind. So far as we do 
not realise that potential abundance, we fail to do so, not because 
of any hard limitation set by nature or facts outside our control, 
but through defects in our own intelligence and our own power 
to regulate our own activities. There are no other limitations 
upon our power to realise that abundance. 

Let us not be misled or frightened by the nightmares of those 
who think that increase in our capacity to produce must in some 
way or other result in our producing less and having less to 
consume. Let us not be frightened, like people in an earlier 
generation, at the thought of an illimitable increase in population, 
nor let us be frightened either by other more recent nightmares, 
such as that mentioned by Lord Eustace Percy, that the increase 
in population will cease. We have entered a period of illimitable 
realisable abundance, but we are far at present from having 
thought out either the politics, or economics, appropriate to such 
a period. 

The first conclusion that emerges is that through all the ages 
of scarcity the first necessity was to try to invent more, to produce 
more, to increase productive capacity. The primary purpose of 
every economic system was necessarily to give the maximum 
stimulus to the capacity of industry, to the improvement of skill 
in the maintenance and increase of industry. That is so no 
longer; we have passed that period. We are now in a period in 
which the main need is so to regulate the specialised activities 
that they do not destroy each other or us in the process; that, 
in the widest sense, is the problem of government which is 
immanent in the whole discussion on the relations between the 
State and economic life. That is why our subject is one which 
turns round the fundamental problems of the age in which we 
now live. 

Having said that, let me emphasise what Lord Eustace Percy 
has referred to—the prophetic vision with which those who 
organised and prepared this Conference have chosen their subject, 
their date and their place of meeting. It is extraordinary that, 
at the precise period in which the whole world should be thinking 
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of the relations between the State and economic life, this Con- 
ference should have been timed to discuss just that question; 
should have chosen to discuss it a fortnight before the World 
Economic Conference meets, and chosen also to meet in London, 
where that Conference is also to meet. It is an example of 
uncanny vision, of prophetic vision, for which we cannot assign 
too much credit to those who first conceived and organised this 
Conference. 

It means for us an extraordinary opportunity. It means 
that we have an opportunity of saying, now, something about 
that which all the world, particularly all those who represent 
the Governments of the world, are waiting to hear. In a fort- 
night’s time’there will be such a concentration of world authority 
as has never yet met to consider the world’s economic problems. 
They will try to find and apply solutions to some of the questions 
which constitute the first part of our agenda. 

As Lord Eustace Percy has said, the point of view from which 
we discuss our problems is necessarily somewhat different from 
that of the World Economic Conference, and our discussion does 
not represent either a duplication of the Conference or a mere 
anticipation of what they are going to do. I am sure we have in 
our own specific field a very definite and distinctive contribution 
to make. We have not, of course, either the power or the official 
responsibility of the delegates to that greater Conference. But 
all power and official responsibility necessarily involve certain 
serious limitations. Those who speak at the World Economic 
Conference will be restricted necessarily in their outlook and 
expression of views by the knowledge of the existing policies of 
the countries they represent. They will be so preoccupied by 
the immediate emergencies of the moment that it will be more 
difficult for them than for others to take a longer view, to see 
steadily and see as a whole the more permanent and enduring 
needs of the world. We have the advantages which are the 
counterpart of our lesser responsibility. We are more concerned 
to consider the framework in which we may hope that the 
economic life of the world will develop, than the immediate 
devices desirable to jerk the world out of its present crisis and 
depression. But I suggest that it is of extreme importance that 
those who are meeting to take practical action should, in the 
pressure of the divergent interests of each country and of the 
immediate necessities of the moment, be reminded of the broader 
perspective of the more permanent needs of the world. We have 
during this week an opportunity of recalling some of those per- 
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manent needs and emphasising the longer perspective within which 
it is desirable that any immediate measures should be envisaged 

The subject of this Conference this week is also directly 
relevant to the two great issues that confront the world in the 
period immediately ahead of us. First, it is obvious that the 
whole of the economic system in which our modern type of 
civilisation has grown up is now challenged to an extent to which 
it has never been challenged before. The capitalist, or as I 
should prefer to call it, the competitive, system is challenged by 
the emergence of another system. It is clear that if our system 
is to continue, it must be substantially reformed, and indeed 
transformed. That is the one great issue which confronts the 
world in the immediate future. 

The other great issue is one more directly relevant to the 
World Economic Conference. The issue is this. What kind of 
world system are we proceeding to? Is it to be a system in 
which world trade will expand and develop, a system in which 
the economic and financial life of the world will assume more 
and more the aspect of a world trade and a world development ? 
Or is it to be a system which consists of separate, closed, and 
possibly hostile units? That is the underlying issue behind the 
efforts of this year. 

Up to the present we have rather assumed the development 
of world trade—following the natural channels of trade, the 
natural movement of finance. But we have now realised that 
this development depends on the existence, the maintenance, 
the growth and adaptation of a world structure of politics, law, 
finance and credit and monetary system. We have seen during 
the last three and a half years a temporary collapse of that 
structure. We realise, as we have never realised before, some 
of the conditions, the necessary conditions, for the maintenance 
and adaptation of that structure. The efforts of this year 
represent the greatest, perhaps the last, efforts for a long period 
to come to repair and restore that structure in such a way as to 
enable the life of the world to develop on a world basis. We 
now realise the vital necessity of establishing the essential con- 
ditions of world trade, but we have also realised, and are realising, 
the extreme difficulty of securing those conditions. 

This great World Conference represents an unprecedented 
attempt of world authority to repair and restore this world 
structure. If it succeeds, well and good; the results will permeate 
throughout the internal economy of every country and start us 
on a new era of prosperity. But if it fails there is a serious 
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danger that we shall enter on a new period of a rather different, 
a more definite and a more deliberate economic nationalism. 
Hitherto the foundations of world trade have been sapped by 
economic nationalism in each country incidentally rather than 
by intention. Economic nationalism has grown up by un- 
conscious individual pressure from this industry or that, or from 
emergency devices adopted to meet one successive difficulty after 
another. But now, if the effort of this year fails to restore a 
world structure in which world trade can develop, I believe there 
will be an era of more deliberate nationalism. 

We fully realise that we cannot have the best of both worlds. 
If we shut out other people’s imports we must lose our own 
exports. We know also that, if we could have a secure world 
structure, a freely developing world trade would make all of us 
more prosperous; it would mean that the life of the world would 
be on a more secure and more stable basis. But if the present 
efforts fail, the world may despair of the possibility of such a 
world structure. 

The world will in that case probably turn deliberately to a 
national organisation of economic life, in some cases to an 
organisation of groups of nations. That is a very probable 
development if the efforts of this year to restore the world struc- 
ture should fail, and it is the underlying issue behind not only 
the World Conference but the efforts of this year in other spheres. 

I want to add one last word as an encouragement, if not for 
the immediate future, at least for the further future. I am 
confident that one great factor is making ultimately for a world 
system based on cooperation in which competition, while still 
remaining as an element, will take a smaller proportionate place 
than it has in the past. I have spoken of a period of realisable 
abundance; let me speak of the economics of such a period. 
During nearly all the ages of mankind the basic fact of man’s 
life has been the inescapable inadequacy of material resources in 
relation to his needs. The first necessity has therefore been to 
increase productive capacity; the second consequence has been 
an inevitable scramble as between competing individuals or 
classes or nations for restricted resources. Directly we arrive at 
a period of potential abundance the situation is completely 
changed. Let us imagine there are two people on a desert island 
and take, first of all, the hypothesis that there are resources on 
that island which are sufficient to keep one in comfort but not 
two—resources that cannot be increased whatever they do 
themselves. In that case it is inevitable that those two men 
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would spend their time each trying to wrest from the other a 
larger share of those limited resources. But imagine the moment 
arrives when it is evident that by cooperating, and not working 
in opposition, they can not only double the resources of that 
island, but they can multiply them tenfold, so that they can 
each have more than the successful competitor could have got. 
There would be an immense incentive to cooperate rather than 
to compete. 

That is a picture of the period at which we have now arrived 
in the history of the world. All our instincts, our habits and our 
systems are based on long ages of inevitable scarcity. We have 
over-developed all the policies and all the instincts that led us to 
scramble for a limited total wealth rather than to combine on 
increasing that total. But we have now arrived at a new age. 
It is immensely more important now to combine in order to 
increase the cake we have to share than to concentrate efforts 
on scrambling to increase our share of a cake which we do not 
increase, but crumble in the process. The success of the World 
Economic Conference, and of all the others which will succeed it, 
will depend greatly on working out all the practical consequences 
of what I should call the first conclusion of the new economics of 
a period of realisable abundance and potential superfluity. We 
ought to find the emphasis shifting all the time towards attempt- 
ing rather to increase the total which we have to share rather than 
to scramble, each of us, to get a larger share. 

Those perhaps who look from the more detached view of 
persons engaged in research and teaching, can do something in 
the discussion of these questions this week to emphasise this 
fundamental fact—can do something to place our own discussions 
and those which follow them in a perspective which is more 
likely to lead to results which will be of benefit to the whole 
world. 





The Sixth International Studies Conference was convened in 
London by the International Institute of Intellectual Cooperation 
of the League of Nations from May 2gth to June 2nd, 1933. 
The full proceedings will be published later by the International 
Institute of Intellectual Cooperation. 
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1*, MONETARY POLICY AND THE DEPRESSION: A First Report of the 
Group on International Monetary Problems of the Royal Institute 
of International Affairs. 1933. (London: Humphrey Milford. 
8vo. vi-+ 128 pp. 7s. 6d. To members of the R.I.1.A., 5s.) 


Tus book appears at a most appropriate moment. It has been 
prepared in view of the international discussion of the problem of 
overcoming the depression, and aims at supplying ‘‘a background 
against which remedial proposals can be seen in their proper pro- 
portion.”” Thus an impartial setting forth of the various schools of 
authoritative opinion bearing upon the crisis is what this book sets out 
to give us, and it may be said at once that it fully succeeds in this 
object. 

The distinguished list of members of the Group at Chatham House 
by whom the Report was prepared would indeed alone ensure for it a 
wide welcome and the careful study of what they have to say by all 
those who may be concerned in.or may wish to follow the proceedings 
of the World Economic Conference. 

In its early pages the Report calls attention to the widely differing 
conditions existing in the most important economic areas of the world 
prior to the crisis, indicating that however much certain events may 
have been responsible for precipitating the catastrophe, we must also 
look deeper into conditions that were to be found in more or less all 
the great countries in common to ascertain the fundamental causes of 
the crisis and its remedies. It must, however, be borne in mind that 
the Report deals only with monetary policy in its relation to the depres- 
sion. Hence, for example, such subjects as the growth of what has 
been called economic nationalism, though mentioned as contributing 
to existing conditions, are not the subject of the Report itself. 

The remedies that have been proposed are discussed under three 
heads. (a) The monetary remedies, by which a solution of the present 
crisis is found in bringing about by monetary measures an upward 
movement of the level of prices. (b) The so-called ‘‘ structural ” group 
of remedies, which are based on the argument that economic life has 
already been thrown so far out of adjustment that only by a drastic 
revision of obligations and costs can a new level be reached affording a 
prospect of a general revival of business and employment. (c) Lastly, 
there are what are classed as middle views, of which an example is 
given in those of Professor Ohlin, who wrote the Memorandum on the 
Depression for the League of Nations. 

Many readers will find the last two chapters of the Report the 
most interesting of the book. In these the practical application of 
the remedies is discussed first from a national and then from an inter- 
national point of view. Again, there are no specific recommendations, 
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and the Report carefully avoids committing itself to any particular 
set of proposals. It may be noted, however, that the criticisms of the 
drastic writing down proposals of the “ structural’’ school are par- 
ticularly severe, whilst the raising of prices by deliberate monetary 
policy appears to be regarded as more or less inevitable. There seems 
to be an inclination, however, to regard monetary methods alone as 
insufficient, and the Report thus devotes considerable space to discus- 
sion of proposals for government action to ensure that the increased 
credit supplies are actually utilised. The type of government action 
mainly considered by the Report is public works expenditure. 

A word of criticism may here perhaps be ailowed as to the amount 
of space devoted to this single remedy. The problem is not merely 
that of accelerating normal public works programmes in periods of 
depression and slowing them down in periods of activity as the best 
and most economical treatment of public works expenditure, but the 
adoption of such a programme of expenditure as a deliberate means 
of raising the price level. On this the opinions quoted in the Report 
are not altogether convincing, and the objections to such a remedy, 
clearly stated on page 44, appear undiminished. 

In the last chapter the problem of the depression is treated definitely 
from an international point of view. Most readers will probably agree 
with the opinion quoted, that no single country can hope to achieve 
secure prosperity apart from the rest of the world. Whilst one nation 
can do very great service by giving a lead, any real solution must be 
on an international basis. The problem of the gold standard versus 
independent national currencies is very clearly stated. If anything, 
more emphasis could perhaps have been laid on the practical difficulties 
which might result from the latter arrangement. 

Among a series of excellent appendices may be mentioned an 
interesting chronology of the depression, an illuminating summary of 
the exchange restrictions in force in different countries, and a useful 
bibliography. If any criticism could be made, it is that too little 
prominence in the first of these three is given to the British War Loan 
Conversion of last year, one of the few bright spots in an otherwise 
stormy four years’ period. J. H. PENsoN. 


2. THE MEANS TO PROSPERITY. By J.M. Keynes. 1933. (London: 
Macmillan. 8vo. 37 pp. Is.) 

3. END THE Crisis! By Felix Somary. 1933.. (London: Rout- 
ledge. 8vo. III pp. 2s.) 


WE are apt to forget that the problem of overcoming our difficulties 
is a double one: we must put an end to this depression, and at the 
same time we must avoid tumbling into a further and possibly worse 
depression after a period of revival. Most of the remedies proposed 
fail to steer between Scylla and Charybdis. The so-called “ inflation- 
ary ” proposals which might prove effective are definitely more explicit 
as to how to get things going than as to how to slow them down once 
they are going too fast. The deflationists, anxiously looking to a more 
distant future, warn us of terrors to come from an expansive policy. 
Must we choose between this depression and the next, resigning our- 
selves to the thought that we start dying the moment we are born? 

Mr. Keynes—the pamphlet is a reprint of his Times articles— 
plumps firmly for doing something now. This ‘‘something”’ is public 
works, leading to an excess of expenditure over public revenue, and an 
“international fiduciary issue ”’ (if we may call it that) to increase the 
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effectiveness of the world’s supply of gold. His argument as to the 
number of people a given expenditure will employ is an interesting one, 
but is it completely convincing? Can we calculate on a priori grounds 
how many people a given sum of money expended on, say, building 
materials will take off the unemployment register ? 

The formula by which the Argentine and Spain get as many gold 
notes as the United States and France, and nearly double the amount 
allowed to Italy, is, above all, ingenious though—from the point of 
view of acceptability—it is difficult to conceive of any alternative 
which gives the gold notes to those who have need of them rather than 
to those who have gold. Further, while Mr. Keynes provides a plan 
for increasing the effectiveness of the world’s gold supply, he is much 
less explicit as to how to decrease it when boom conditions start develop- 
ing. If Mr. Keynes tells us how to get out of the present depression, 
he does not tell us how to avoid the one tocome. Whether it is better 
to do all we can to get out of the present depression and chance the 
next, or to chance the present depression coming to an end in the hope 
of avoiding the next, is a matter of personal opinion. Many would 
advocate the first alternative and support Mr. Keynes—but there must 
be no pretence about it, and none of the doctrine that once things are 
moving again all will be for the best in the best of all possible worlds. 
The task of economic reconstruction will not end with the present 
depression ; it will barely have begun. 


Dr. Somary, in his interesting pamphlet, makes three concrete 
proposals :— 

First, that the European debtor States should bind themselves in 
return for a cancellation of War debts, 


‘‘ to take from the United States at present world market prices, for a considerable 
period, a number of staple products, in quantities corresponding broadly to the 
average of the American exports to these countries in the years 1922-26. Those 
years are taken because they represent normal conditions, so that there is good 
reason to suppose that these quantities, especially in view of reduced prices, will 
actually be consumed by the industries of the purchasing States. The obligation 
should apply only at existing prices, not if prices should rise; the transaction 
would thus represent an option for America.” 


, 


Secondly, “‘ economy ” of the deflationary sort—i.e. reduction of 
public expenditure, wages, salaries, rents. 

Thirdly, the writing down of international debts to manageable 
proportions, 7.e. the cutting of losses by creditors. 

The first of these suggestions is new and interesting. The second 
has a very familiar ring about it. The third represents old, if valuable 
advice. At least the first and third suggestions—like those of Mr. 
Keynes—merit the attention of statesmen. A. T. K. GRanrT. 


4. War Dests. By Harry D. Gideonse. 1933. [Public Policy 
Pamphlets, No. 4.] 1933. (University of Chicago Press. 8vo. 
35 Pp. 25 ¢.) 

5*. AMERICA Must CANCEL. By Frank H. Simonds. Foreword by 
Sir Philip Gibbs. 1933. (London: Hamish Hamilton. 8vo. 
96 pp. 2s. 6d.) 


THE nations who owe the War Debts have, of course, made up their 
minds as to the wisdom of continuing their repayment, and there is, 
therefore, little more to be said from their point of view. The signi- 
ficance of these tracts, however, is that they are both written by Ameri- 
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cans, and indicate, very surely, a change of opinion on the War Debts 
question in certain influential sections of the American public. Mr. 
Gideonse writes from the University of Chicago, and Mr. Simonds is 
well known as a journalist. 

Mr. Gideonse looks entirely at the practical side of the question, of 
which the moral and legal considerations leave him unaffected. He 
simply asks two questions which he regards as the only significant 
ones: How can the loans be paid? Is it to our interest to compel 
such repayment? His answer is in the negative in both cases, and his 
clear-cut argument brings to light many fresh points of view. Can- 
cellation would mean to the United States, he has said, the adoption 
of “‘ an enlightened and broad view of self-interest leading to an imme- 
diate sacrifice of relatively unimportant and problematic interests for 
the sake of an ultimate and greater good.” 


Mr. Simonds has written an excellent review of the case for can- 
cellation. He goes so far as to admit that, on the basis of the relation- 
ship normally existing between debtors and creditors, the various com- 
positions which the United States made with her creditors were in all 
probability just, but the case for War Debts rested not on justice, but 
on hard facts, and subsequent events went to prove that the inter- 
national economic system could not bear the burden which they im- 
posed. The book is very readable. It carries conviction and deserves 
to be widely read. E, V. FRANCIS. 


6. L’HEURE DE LA FRANCE. By E. Bélime. 1933. (Paris: Felix 
Alcan. 8vo. 172 pp. 20 ffs.) 

M. BE.ime’s reflections on the crisis are conspicuous by their 
divorcement from reality, a defect which may be said to characterise 
the works of not a few of his compatriots at the present time. His 
nationalism is vicious in its ability to combine cultural vanity with 
doctrines of economic self-sufficiency which might have been appro- 
priate to Europe in the Middle Ages. The hour for France has come, 
in his opinion, not for taking a brave lead to strengthen the idea of 
international cooperation and solidarity, but for creating a self- 
sufficient French Empire, which could eventually turn its back on the 
rest of the world. Many of his proposals for uniting France with 
French Africa, such as Trans-Saharan railways and Niger irrigation 
schemes, are put forward with a wealth of imagination. One cannot, 
however, but regret that the end for which he conceives so vast a 
project would diminish the contribution of France to the solution of 

‘ our international economic difficulties. E. V. FRANCIS. 


7. BRITAIN AND THE WAR Dests. By Leonard J. Reid. With 
Foreword by Sir Robert Horne. 1933. (London: Herbert 
Jenkins. 8vo. 108 pp. 2s. 6d.) 


Mucu has been written on the question of War Debts. This par- 
ticular book has the recommendation that it is short and is written, in 
language simple and temperate, by one who knows his subject. It 
provides an admirable synopsis. 

While the British point of view is stressed, that of the United 
States of America is not overlooked. Not the least valuable part of 
the book are the two Appendices, “The Balfour Note” and the 
“‘ British Note of the 2nd December, 1932.”” NoRMAN Morrison. 
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8. THE Functions oF Money. By Leonard Alston. 1933. 
(London: Macmillan. 8vo. vii + 139 pp. 5s.) 

g. THE SOCIALIZATION OF BANKING. By Oscar Sachse. With 
Foreword by the Hon. Sir Stafford Cripps. 1933. (London: 
Macmillan. 8vo. xx +138 pp. 3s. 6d.) 


Mr. ALSTON, in expounding the functions of money to the plain 
man, has discarded the conventional terms and approached the subject 
from an angle of his own: the result should be not only illuminating 
to the general reader, but also stimulating to the expert. He has no use 
for the abstractions that do duty for human beings in economic text- 
books. Expounding his creed, he says, ‘‘ The subject matter of 
economics, according to Marshall, is ‘ the study of mankind in the 
ordinary business of life ’—a study, that is, of emotional ignorance, 
frustrated strivings, reactions to taxes and tariffs and monetary 
blunders and other unforeseen products of our neighbours’ and our 
rulers’ mistakes and unexpectednesses.’’ On these lines, Mr. Alston 
examines money at work; it is his approach and method, rather than 
his conclusions—which are not momentous—which give the real 
interest to the book. 


In contrast to Mr. Alston, who considers that “ the complete and 
formal nationalisation of our banking system would seem to serve no 
true democratic purpose,” Mr. Oscar Sachse is not pleased with the 
existing structure of banking. Any book which opens with the 
ingenuous statement that ‘‘ Capitalism has, at present, obviously 
broken down,” provokes immediate misgiving. The author’s analysis 
of the functions of money and the ways in which the existing monetary 
system has failed to fulfil these functions is not particularly convincing. 
His alternative is even less so. He proceeds to outline very roughly 
an entirely new system of currency and banking, incorporating therein 
the proposals of Silvio Gesell (for a system of “shrinking ’’ money 
whose purchasing power diminishes with time) and the now familiar 
concept of a National Investment Board, together with proposals of 
his own for a unified and state-owned banking system. He does not 
show, however, what form the transition will take, and fails to provide, 
for example, for factors as important as the process of saving. 

O. L. LAWRENCE. 


Io. PURCHASING POWER AND TRADE DEPRESSION. By E. F. M. 
Durbin. 1933. (London: Cape. 8vo. 198 pp. 6s.) 


Mr. DurBIN has written a book which should be widely read. 
Our present trade depression, like its predecessors in the past, has 
produced a large number of pamphlets, booklets, memoranda and other 
utterances upon the credit problem, and among them this small volume 
stands out as sane, thoughtful and readable. Its author reviews 
briefly, lucidly and, so far as the present writer can judge, fairly, those 
variants of the theory of under-consumption which have recently 
attracted a good deal of attention, and he exposes the fallacy upon 
which they rest. In one form or another, these theories all try to 
prove that the modern economic system tends to suffer from an inherent 
shortage of purchasing power which makes recurrent periods of depres- 
sion and unemployment inevitable and which demands the deliberate 
adoption of some system for the creation of “ social ’’ or ‘‘ consump- 
tion” credits. It appears that Mr. Durbin would believe in this sort 
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of panacea if, after close study and reflection, he could do so. Speaking 
of these theories, he says : 

“. . . to the great mass of its believers it represents a golden cure for poverty 
and distress, for unemployment and insecurity, and opens the road to a better 
economic order. I am sorry that I cannot join their number or share their hope. 
I believe with reluctance that this theory does not tell us the truth about the 
process of monetary circulation or describe the real alternatives that are before 
us, and that if we are to have the courage to live with open eyes and to accept 
the hard discipline of an uncompromising realism we must turn away from the 
false hopes of prosperity which the theory of under-consumption has everywhere 
called forth ” (p. 178). 


Nobody who admits himself to be interested in this theory and who 
continues to respect his own intellectual integrity should fail to read 
carefully this very lucid study of the problem. It also merits the 
close attention of those who are interested in currency and credit 
problems but have neither the leisure nor the specialised training to 
read with profit an adequate number of the more exhaustive economic 
treatises on the subject. 

Mr. Durbin has a policy of his own to propound, and argues that if 
the banking system could be so operated as to maintain a constant 
consumers’ income per head, booms and depression could be obviated. 
In a footnote to this part of this study, Mr. Durbin indicates that the 
economic analysis upon which this proposal is ultimately based “is a 
subject of great intricacy, and is only to be dealt with at all suitably 
in some further work at much greater length.” The reviewer must 
therefore content himself with expressing his dissent from this policy 
in order to avoid those intricacies which his author has so skilfully 
kept out of what should be, in the best sense of the word, a “‘ popular ” 
study. Even those who disagree with the policy that Mr. Durbin 
advocates and with some parts of the theoretical economic analysis 
upon which his policy rests, will nevertheless find much to stimulate 
and interest them in this book. The controversial portions of it do 
not detract from its lucidity nor spoil its value as an exposition of the 
economic problem associated with the Trade Cycle and recurring periods 
of depression. N. F. HALL. 


11. British Bupcets: Third Series, 1921-22 to 1932-33. By Sir 
Bernard Mallet and C. Oswald George. 1933. (London: Mac- 
millan. 8vo. xxviii+ 574 pp. Tables. 30s.) 

12. THE RETIREMENT OF NATIONAL DeEBtTs. By William Withers. 
1932. (New York: Columbia University Press; London: 
Humphrey Milford. 8vo. 344 pp. 25s.) 

THE historian of future years will find his labours lightened by the 
studies of British budgets prepared by the late Sir Bernard Mallet and 
Mr. C. Oswald George. The third series of these is now available, and 
covers the post-War years, taking the story up to Mr. Neville Chamber- 
lain’s first budget in 1932. The book falls into two parts: the first 
describes the budget statements and discussions (and gives the tables), 
while the second part, entitled ‘‘ Notes and Comments,” discusses such 
various topics as ‘‘ The Growth of Expenditure,” ‘‘ Inland Revenue,” 
“‘ Customs and Excise,” and “‘ The National Debt, Inter-Allied Debts, 
and Reparations.”” This book will be indispensable to every student 
of British public finance, though the reader may regret that there is 
no index. Some admirable summaries of ‘‘ Contents ” in the front do 
not quite succeed in doing away with the need for one. 
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The Retirement of National Debts is a conscientious book into which 
Dr. Withers has put a good deal of thought, but it cannot be regarded 
as very satisfying. He describes shortly how debt reduction has taken 
place in certain countries, and then goes to theorise very thoroughly, 
and rather inconclusively, in vacuo. He pays little attention to the 
effect of the changing economic conditions in which debt repayment 
may be taking place; his approach is so static that the relationship 
of debt retirement policy and the business cycle is not touched on. If 
there is one central fact which monetary theory has given especial 
emphasis to in recent years, it is the tendency of new investment to 
exceed or fall short of the amount of voluntary saving, and an analysis 
of the effect of debt repayment on this process under differing sets of 


circumstances would have been exceedingly interesting. 
A. T. K. GRANT. 


13. MONARCHY OR MONEY Power. By R. McNair Wilson. 1933. 
(London: Eyre and Spottiswoode. 8vo. xiv + 248 pp. 6s.) 


TuIs work is a plea for a return to that faith upon which, in the 
opinion of the author, European civilisation was built. ‘A nation 
under the Feudal system was a spiritual rather than a political con- 
ception, seeing that its object was to enable men to perform their duties 
to God and to their fellows.” The office of king was a stewardship : 
the law of duty was worthily upheld before all men: man believed 
that, apart from duty, no right could exist or lawfully be sustained. 
In the eighteenth century this system was superseded by the Money 
System under which the financiers and their kind control the destinies 
of mankind, to its great harm, and greed replaces service and duty as 
the basis of action and thought. Many instances of the maleficent 
influence of Money are given and the conclusion is reached that the idea 
of stewardship must replace that of an individual ownership without 
responsibility and that of a common ownership without responsibility 
—‘ that the God system is the only substitute for the Money system.” 
Though many may think the argument strained and the picture over- 
drawn, not a few will admire and like the deep sincerity of the author 
and reach the same conclusions. NoRMAN Morrison. 


14. DAS POLITISCHE ELEMENT IN DER NATIONALOKONOMISCHEN 
DOKTRINBILDUNG. By Gunnar Myrdal. 1932. Berlin: Junker 
und Diinnhaupt. 8vo. 309 pp. Rm. 12.) 

This ambitious treatise, a German translation from the Swedish, is an 
attempt to assess the influence of the element of political speculation in 
national schools of economic thought. It argues that political speculation 
appears to crystallise round three central notions: the idea of value, the idea 
of freedom, and the conception of a social economic policy, all of which are 
inseparably connected with each other and give to economic doctrines 
their political thrust. The greater part of the book is devoted to an 
examination of these concepts, in the formation of which the English 


economists of the nineteenth century have played a leading part. 
E. V. FRANCIS. 


15. LEs DocTrINES MONETAIRES A L’EPREUVE DES FaitTs. Con- 
férences organisées par la Société des Anciens Eléves et Eléves de 
l’Ecole Libre des Sciences Politiques. By Francois Piétri, Edgard 
Allix, A. Celier, Pierre-Etienne Flandin, Francois Herbette, Louis 
Pommery, Edmond Lebée, Jacques Rueff. 1932. (Paris: Alcan. 
8vo. 233 pp. 12 /frs.) 


These lectures deal with silver, banks of issue, the gold exchange 
standard, and the gold standard proper. The distinguished [rench 
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authorities whose names appear on the title-page all appear to favour a 
gold standard worked in its most austere form, and regard as anathema 
any form of currency management. This book is an illuminating com- 
mentary on the present state of public opinion in France, which clings 
rather desperately to a belief in a golden age in the past to which the world 
may return regardless of the march of events. A. T. K. G. 


16. THE STATE AND Economic Lire: Statement on subjects discussed 
at the Sixth International Studies Conference, London, May 29th 
to June 2nd, 1933. Published by the League of Nations Inter- 
national Institute of Intellectual Cooperation for communication 
to the Monetary and Economic Conference. Paris, June 1933. 
TQ pp. 

The subjects dealt with are—the Most-Favoured-Nation Clause, the 
Open Door policy, the regulation of international capital movements, the 


wheat problem, competitive deflation of costs, the danger of subsidising 
inefficiency, international consultative machinery for tariff adjustments. 


GENERAL 


17. Essays 1N_ BioGrapHy. By John Maynard Keynes. 1933. 
(London: Macmillan. 8vo. x-+ 318 pp. 7s. 6d.) 


IT was not the scientific value, or prophetic character, of Mr. 
Keynes’ book on The Economic Consequences of the Peace which 
earned it its immediate success and has sustained it ever since—it has 
reached by now its 84th thousand. It owed its popularity primarily 
to the brilliant sketches of M. Clemenceau and President Wilson, 
and the picture it gave of the Peace Conference. Those sketches 
are now reprinted, together with an interesting companion picture 
of Mr. Lloyd George, which was deleted from the original book. 
These three sketches will certainly prove of first-rate importance to 
the future historian, and could not have been written by anyone but 
a contemporary possessed of an immediate and intimate knowledge of 
the actors and the transactions. Similarly the sketch of Mr. Edwin 
Montagu is singularly vivid. Those of Mr. Bonar Law and Lord 
Oxford have less of the personal element in them, while that of Mr. 
Winston Churchill is of a literary character, and based mainly on 
literary material—it can only to a very limited extent rank as 
“evidence.” The second part of the book deals with three leading 
economists, Robert Malthus, Alfred Marshall, and F. Y. Edgeworth, 
and with one of the ablest among the young economists of our time, 
Mr. Frank Ramsey, who died at the age of 26. L. B. N. 


i8. LA PaIx PAR LE DESARMEMENT. By J. Monteilhet. 1933. 
(Paris: Riviére. 8vo. 258 pp. 20 /rs.) 


By “ disarmament ”’ M. Monteilhet means the abolition of national 
armies and their replacement by an international police force, together 
with the ordinary national police for the maintenance of domestic 
order. He contends that this was the original intention of President 
Wilson, as laid down in the fourth of his fourteen points, and that 
Marshal Foch undermined it by allowing the German army to remain 
in being after the Armistice. Later on, at the Peace Conference, the 
whole Wilson project was sabotaged in spite of protests in the French 
Chamber. The greater part of the book is devoted to the Disarmament 
Conference, which the author holds should now repair the mistake 
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made in 1919. He puts forward (pp. 160-1) a draft convention for the 
disarmament of Continental Europe and the establishment of a police 
force numbering from 320,000 to 640,000 men, of whom 150,000 to 
200,000 ‘‘ could be placed at the disposal of the League of Nations.” 
The French police force would number 80,000 as a maximum. There 
would be proportional reductions in the French colonies, which cannot 
in the long run, argues the author, be held by force. 

A clever but unconvincing book, dating from the Briand period, 
when it was fashionable in France to think continentally. The few 
pages devoted to Great Britain show no understanding of the nature 
of sea-power and the author’s cleverness overleaps itself in his deprecia- 
tion of the importance of the ‘‘ economic potentiel ’’ which he considers 
a ‘‘ nationalist thesis.” The paragraphs devoted to this subject (pp. 
127-9) might have been penned by a twentieth-century Cobden. 

A. Z. 


1g. PotiticA MaritTiMA. By Oscar di Giamberardino. 1932. 
(Bologna: Cappelli. 8vo. 250 pp. Lire 15.) 


Tuts short book by an Italian naval officer makes no original con- 
tribution from the professional side; but it is of some interest for the 
light it throws on the political judgments current in the quarters from 
which it emanates. There are short chapters on each of the principal 
Powers, followed by a discussion of methods of naval warfare, naval 
disarmament, the freedom of the seas and possible naval conflicts. 
The author regards both Great Britain (p. 116) and France (p. 94) in 
a state of decadence. He considers that the United States have been 
outwitted by Japan, both in permitting Japanese immigration into 
Hawaii and in allowing them to be astride their Philippine communi- 
cations through their control of the mandated islands north of the 
Equator : in this connection he suggests that the French Pacific Islands 
might be acquired by the United States for use as naval bases. He 
discusses the hypothesis of a renewal of the Anglo-Japanese alliance, 
but rejects it because of its effect upon Canada: more probable, he 
considers, is an American-Japanese conflict, with the British Empire 
joining in “ at the opportune moment, either directly or indirectly, to 
moderate the pretensions of the victor.” Europe he sees as a powder- 
magazine in which, despite the Covenant and the Kellogg Pact, war 
may break out at any moment, the greatest danger being presented, 
he suggests, by the state of Germany, which he considers is threatened 
by Bolshevism. He advises France to adopt a reasonable policy 
towards Germany, for her own sake and for the sake of Italy, who is 
forced as an “ elementary defensive precaution ”’ to keep pace with 
French armaments and would therefore prefer they were not excessive. 

A. Z. 


20*, LE SYSTEME JURIDIQUE DE LA SOCIETE DES NATIONS POUR LA 
PREVENTION DE LA GUERRE. By Paul Barandon. Translated 
from the German by Jean Labarthe. 1933. (Geneva: Kundig. 
Paris: Pedone. 8vo. 444 pp. 100 /rs.) 


TuIs is a comprehensive account of the juridical system for the 
prevention of war, embodied in the institutions and normes positives 
of the League of Nations. The book is based not only upon a great 
deal of source material, but also upon the author’s professional con- 
nection with the League. It is in this experience, and not in books, 
that he claims to have found the elements which compose his work. 
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After a short historical survey, the subject is treated under four 
main heads—Preventive Intervention, Pacific Settlement of Disputes, 
Security and Disarmament. Although the author has confined him- 
self in the main to an account of what is, rather than of what ought 
to be, in international organisation, he has not avoided careful examina- 
tion of the problems with which the League is faced. He has attempted 
not simply a description of the peace structure, but also an analysis of 
the chief factors making for progress in the matter of war prevention 
and an evaluation of the different approaches to the problem. An 
underlying thesis is that the development of the League’s system for 
the prevention of war has been effected, above all, from the angle of 
disarmament, and that most of the historic events of juristic importance 
lie within the sphere of activity of the Disarmament Commission. 

W. A. RuDLIN. 


21. THE Batcony. By R. G. Coulson. 1933. (London: John 
Murray. 8vo. 312 pp. 7s. 6d.) 

It is no part of our normal policy to review works of fiction, but 
Mr. Coulson’s novel, based upon recent developments in Estonia of 
which the author has had close personal experience, is certainly likely 
to prove illuminating, as well as attractive, to students of international 
affairs whose interests lie in Russia and the Baltic States adjacent 
to it. There is a thread of plot sufficient to carry the general reader 
along, but it is as a trustworthy and peculiarly vivid picture of actual 
events that the book may be specially commended. No purely 
scientific description could bring home to us the effects of recent 
political change upon the lives and hopes of individuals so clearly as 
does the convention which the author has adopted. The character- 
drawing is particularly skilful; perhaps the best thing in the book is its 
sketch of a group of Russian refugees, depicted with humorous touches 
which only serve to bring into more poignant relief the essential 
tragedy of their situation. G. M. GATHORNE-HARDY. 


22*, KEy TO LEAGUE OF NATIONS DOCUMENTS PLACED ON PUBLIC 
SALE, 1931. By Marie J. Carroll. 1933. (Boston: World 
Peace Foundation. 8vo. xii + 127 pp.) 

This is a continuation of the Key to League of Nations Documents 
Placed on Public Sale, 1920-29, and the First Supplement, 1930. Its 
general scope is the same as the earlier voluines, but there are two new 
features. In an attempt to garner the advantages of the Geneva cata- 
loguing method for all libraries possessing League documents, this key 
indicates in italics the author entry as used on the Geneva reference cards. 
The Check List of Catalog Cmds. issued by the Library of Congress for League 
of Nations Periodicals and Documents, 1920-30, is also given, to simplify the 
ordering of cards for a collection of League Documents, based on the Key. 


23*. THE ANNUAL REGISTER, 1932. Edited by M. Epstein. 1933. 
(London: Longmans Green. 8vo. xii-+ 180 pp. 30s.) 

The English History section of the Annual Register for 1932 is con- 
cerned with four main topics—the general tariff, the budget and the 
conversion loan, the Ottawa Agreements, and the American debt pay- 
ments. Among the chapters on Foreign History that on Germany and 
Austria, by Mr. G. E. R. Gedye, is of special interest at the present time. 
In the second part of the book are to be found, as usual, a chronology of 
events, and sections on literature, art, science, finance and law, etc. 


24. I “Dominions” BRITANNICI E LE CONFERENZE IMPERIALI. 
By R. Casali. 1932. (Padua: Cedam. 8vo. 465 pp. Lire 60.) 


This careful and well-documented volume in the series of ‘‘ colonial 
studies ” issued in Padua is a welcome indication of the interest taken in 
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Italy in the evolution of the British Empire. The first part of the book 
is historical, chapters being devoted to individual Dominions. The second 
and longer part deals with the constitutional development from the 
Ottawa Conference of 1887 down to the Statute of Westminster. A. Z. 


25*, THE BriTISH WEST INDIES YEAR-BOOK, 1933. 1933. (Montreal : 
Skinner. 8vo. 338 pp. 7s. 6d.) 


The seventh edition of this year-book has been brought up to date and 
in many instances the information has been supplemented. 


EUROPE 


26*, DEUTSCHER GEIST. Kulturdokumente der Gegenwart. Heraus- 
gegeben von Carl Lange und Ernst Adolf Dreyer. 1933. 
(Leipzig : Voigtlanders Verlag. 8vo. 323 pp. Rm. 4.70.) 

27. UM DES REICHES ZUKUNFT. By Walter Gerhart. 1932. (Frei- 
burg i/B: Herder. 8vo. 210 pp. Rm. 4.30.) 

28*, VORLAUFER DES NATIONALSOZIALISMUS. By A. Ciller. 1932. 
(Vienna: Ertl Verlag. 8vo. 160 pp. Rm. 3.40.) 


Deutscher Geist is like the echo of a bell which has ceased to toll, for 
it was published before the announcement by the present régime that 
the days of objectivity are past. Not that the book is unduly objective ; 
it is a composite volume by thirty different authors, most of whom 
extol at least as much as they examine the various facets of German 
activity. But amongst this assortment of national enthusiasts are 
quite a number who were not “ nationalist ’ enough to survive the 
raids made by the Nazis on German culture during the past few weeks. 
The articles range from dissertations on the German Churches to 
accounts of German technical achievements, and from the theatre to 
agricultural and political problems. They make heavy reading in 
parts, but contain a good deal to interest the student of German culture 
as it was before the apostles of wind mishandled it. Particularly 
interesting are the contributions of Fritz von Unruh and Walter von 
Molo. The latter, writing on ‘“‘ The Phenomenon of the Germans,” 
utters truths which the Nazis prove by their actions the more they 
denounce them in words. 


““No other People talks so much about its race and racial purity, and no 
People is so lacking in instinct in these matters as we are. . . . It is a further 
characteristic of ours to be as easily mistrustful and jealous of our compatriots 
as we are apt to be subservient to all strangers and foreigners, and then suddenly 
to act self-destructively by cutting ourselves off from the world and withdrawing 
within ourselves—all with a boundless longing to be part of a cosmopolitan 
society.” 


Much faith is needed to believe that Herr Gerhart’s book Um des 
Reiches Zukunft can still be taken as a guide even to the distant future 
ofGermany. Itis, however, aremarkably penetrating study of German 
nationalism which is of particular interest at this moment. The 
author’s cool analysis of the hysteria and superficialty of National- 
Socialism explains the present period of imbecile destruction as much 
as his examination of the past proclaims the origin of the movement 
itself. There can be few better or more unbiassed accounts of the 
efforts of a people to sink their inferiority complex in a genuine national 
unity than that contained in the opening chapters. That the con- 
clusion of such an intelligent writer is to point to the necessity for an 
“‘autoritare Demokratie ’’ seems to emphasise the tragedy that the 
present attempt to form a classless society in Germany should be in 











the hands of those who have no other qualifications for the task than 
that of their boasted “‘ barbaric ruthlessness.” 


The third book is an account of the nationalist movement amongst 
the working class in German border territories. Written by an 
Austrian Nazi, it is of necessity violently pan-German and anti-semitic. 
The book is one more indication that the epidemic of local patriotism 
in a shrunken world bids fair to run to its logical conclusion of war 
and chaos. HARRISON BROWN. 


29*. SPOTLIGHT ON GERMANY. By Erich Roll. 1933. (London: 
Faber and Faber. 8vo. 302 pp. 7s. 6d.) 


THERE is little to criticise in this survey of German post-War 
history, it is so evidently the right book at the right time. It is written 
primarily for the ordinary man who desires to follow world events. 
But this is not to say that it is superficial; nothing essential in the 
period covered is omitted ; on the contrary, Dr. Roll renders service in 
reminding us again that the political manifestations of recent times are 
merely the reflection of the social changes brought about by the War, 
and by the economic cataclysms of its aftermath. The first half of the 
book is devoted to these causes, the last part to an excellent examination 
of their results. 

Written apparently during the period of disintegration of the 
National-Socialist Party which preceded its sudden revival by von 
Papen, it is not surprising that the present “‘ revolution ”’ was not fore- 
seen. But in the analysis of the Nazi Movement, with its emotional 
hooliganism on the surface and its roots sunk deep in lower middle 
class and proletarian misery, there is much to disturb those who still 
hope for intelligent leadership from the Germany of to-day. “A 
movement like Hitler’s, which is built on vague discontent and 
demagogy, cannot stand the disintegrating effects of time,” says the 
author. Perhaps it would be safer to say that, in the absence of any 
clear policy or economic ideas, such a movement, when it has seized 
complete power, can stand them only by exploiting shock tactics and 
an increasing use of brute force. Those who still imagine that the 
petty bourgeois Hitler is a safe bulwark for capitalism have little notion 
of the forces pressing him from behind, and are likely to have cause to 
change their views about the advantages to be derived from support 
of the new Fascism. HARRISON Brown. 


30. THE KAISER GOES—THE GENERALS REMAIN. By Theodor Plivier. 
1933. (London: Faber and Faber. 8vo. 367 pp. 7s. 6d.) 
31*. REGIMENT REICHSTAG. By Kurt Lamprecht. Translated by Basil 

Creighton. 1932. (London: Constable. 8vo. 284 pp. 7s. 6d.) 


WitH Germany in the grip of the National Revolution, it is of 
interest to recall the Socialist Revolution of 1918 and to examine the 
conditions which gave birth to that so hated Weimar system which 
has recently given place to Herr Hitler’s Dritte Reich. The general 
reader could employ no more adequate method of acquainting himself 
with the circumstances of the first German revolution than by reading 
the two books under review. Though strictly speaking they are novels, 
they are certainly not fiction, and while Herr Plivier declares that 
“all the events described, all the persons introduced, are drawn to 
the life and their words reproduced verbatim,” the same claim might 
very well have been made by Herr Lamprecht. 
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Herr Plivier’s chronicle begins on October 17th, 1918, with General 
von Ludendorff’s final appeal to the War Council in Berlin for an 
additional 600,000 men with which to carry out the National Defence. 
From this point the story shifts with dramatic rapidity, from the 
starving and dispirited population of Berlin to the victorious mutineers 
at Kiel who sweep southwards through Hamburg and Bremen towards 
Berlin, spreading their doctrine of peace and revolution. We take 
part, as it were, in the protracted telephone conversations which passed 
between Spa and Berlin which preceded the Kaiser’s abdication and 
flight, and in the negotiations surrounding the handing over of the 
government of the Reich by Prince Max of Baden to Ebert and 
Scheidemann. At last the final dramatic scene is reached in which 
Ebert, on November gth, with an armed mob of Spartikists gathering 
in the Tiergarten, concludes with General Groener by telephone the 
pact between the Social Democrats and the Officers Corps for the 
preservation of law and order and the suppression of Communism. 

It is not a little ironic to think that both parties to this pact have 
been humbled in the course of the recent revolution, the Social 
Democrats because of their “ alliance’ with Communism, and the 
Stahlhelm—the natural child of the Officers Corps—because of its too 
great independence. 

Herr Plivier’s canvas is a large one, and he touches it with fearless- 
ness and accuracy and with a broad brush. Most of his pictures are 
“crowd scenes,” but these are interspersed with moments of greater 
detail and very pleasing style. The suicide of Albert Ballin; the 
nonchalant abdication of Duke Ernst August of Brunswick; the furious 
scene between Ebert, who had at first hoped to save the monarchy, 
and Scheidemann, immediately after the latter’s unauthorised pro- 
clamation of the Republic from the window of the Reichstag, are 
examples of this. 

The book itself is a story of tragic but inevitable miscarriage, 
written with a passionate depth of feeling and yet with restraint and 
impartiality. 


Herr Lamprecht’s story begins at almost the same identical moment 
that Herr Plivier’s ends. At the moment that the Spartikists were 
gathering in the Tiergarten and Chancellor Ebert was negotiating with 
General Groener, a body of ex-soldiers, leaderless, and inarticulately 
loyal to the Government, were massed in the Wilhelmstrasse, outside 
the Reichskanzlei. To them comes young Othmar Werch, a de- 
mobilised officer but lately returned from the Front. Taking command 
of this multifarious body, he occupied the Reichstag building, and 
subsequently the Brandenburger Tor, dislodging the Spartikist troop 
already in possession. 

The tragic story continued with the gradual crushing of the Sparti- 
kists by the Government troops on the one hand, and on the other by 
the Officers Corps, who have moved from Dahlem into the city and 
have taken possession of the Eden Hotel. The book closes with the 
murder of Karl Liebknecht and Rosa Luxemburg after their capture 
by the officers. 

Herr Lamprecht writes with the vividness of an eye-witness and 
an interesting psychological insight. The mental reactions of Othmar 
Werch and of the brothers Reinstock, one of whom joins the Reichstag 
Regiment and the other becomes one of the murderers of Liebknecht, 
are admirably described, yet without the trying motive-reasons of the 
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Freudian school. The author also makes very real the extraordinary 
paradoxes which appear in a Revolution, as, for example, the arrival 
of the mysterious Herr Blark at the Reichstag during the thickest of 
the street fighting accompanied by two waiters from the Adlon bearing 
a fully and luxuriously accoutred breakfast tray. If one did not know 
that this sort of thing did actually happen, the incident would seem 
ridiculously impossible. 

The two books are in effect complementary to each other, and to- 
gether present a comprehensive survey of those fateful weeks during 
which the foundations were laid for the first fifteen years of Germany’s 
post-War history, and it is to be hoped that either one or both of the 
authors may give to us similar dramatic accounts of the national revolu- 
tion of 1933 which also had its beginning in no unimportant sense in 
the Reichstag building. JoHN W. WHEELER-BENNETT. 


32*, THE GERMAN PARADOX. By A. Plutynski. 1933. (London: 
Wishart. 8vo. 231 pp. 6s.) 


THE paradox of the title is the failure of Germany to realise the 
incompatibility of hoping to develop German exports and at the same 
time of attempting to stifle the economic growth of her eastern neigh- 
bours. Unfortunately for the world, the blindness of Germany in this 
respect has been shared during the past decade by most civilised States ; 
but the author (who is a Pole) naturally finds economic nationalism 
most obnoxious when it appears in German dress. M. Plutynski is 
well informed about German economic conditions and policy, and his 
criticisms, though one-sided, are generally just. His argument that 
East Prussia, far from being an asset to Germany, is a heavy financial 
burden, is, of course, perfectly sound. 


33*. PREUSSEN MUSS SEIN. By Wilhelm Stapel. 1933. (Hamburg: 
Hanseatische Verlag. 8vo. 46 pp. Rm. 1.) 


Tus curious pamphlet, designed to demonstrate to Germans the 
“necessity of Prussia,” deserves also to be noticed by the foreign 
student of international politics. It explains that Prussianism is “a 
state-political value, not something given by nature,” and argues that 
the sole salvation for Germany lies in the acquisition of a Prussian 
mentality or the acceptance of Prussian leadership. The definition of 
“a Prussian ’’ must be quoted, for it will otherwise scarcely be believed : 

_ The Prussian is always a political personality. The State stands higher for 
him than home or family. The eye of the King rests on every Prussian ; the King 
sees everything that a Prussian does. Therefore the Prussian has no private 
life. . . . Other men stand in the Presence of God, the Prussian is also in the 
Presence of the King. 


The popularity of Dr. Stapel’s writings (which will scarcely be decreased 
by the advent of Hitlerism) seems to provide convincing proof that 
Germany is a century or more behind western Europe in political 
development—a situation which explains many recent occurrences. 
JoHN HEATH. 


34. GORING, WAS FALLT IHNEN EIN? By R. Sommerfeldt. 1932. 
(Berlin: E.S. Mittler & Sohn. 8vo. 60 pp. illus. Rm. 1.00.) 
This little book, written by a friend of G6éring’s, who does not give 


his name, sets out to give a sketch of the life history of its subject. 
B. T. R. 
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'y 35*. ZWEI JAHRE AM STEUER DES REICHS: REDEN AUS BRUNINGS 
al KANZLERZEIT. 1932. (K6ln: Kélner Gérreshaus A.G. 8vo. 
of 63 pp. 35 Af.) 

ig A collection of speeches made by Briining whilst Chancellor. They 
Ww cover the period March 1930 to July 1932. te ig 
n 36. TOWARD THE NEw Spain. By Joseph A. Brandt. 1933. (Uni- 


versity of Chicago Press. London: Cambridge University Press. 


4 8vo. xiv + 436 pp. 22s. 6d.) 

§ 37*. THE SPANISH ConsTITUTION. By H. R. G. Greaves. 1933. 
s (London: Hogarth Press. [Day to Day Pamphlets, No. 15.] 8vo. 
ec 48 pp. Is. 6d.) 

s 38*. L’EspaGne. By B. Mirkine-Guetzévitch and Egidio Reale. 1933. 
a (Paris: Delagrave. 8vo. 128 pp.) 


TuE Spanish Republic by now gives the impression to a general 
observer of having established itself in a position of some security, and 
it is no doubt for this reason that several books have been written, 
and others are announced, which attempt to summarise the events of 
the past two years in Spain. Mr. Brandt attempts considerably more 
than this. He goes back to the accession of Isabel II, and even earlier, 
in his search for the origins of the “‘ new Spain ’’ of which he sees the 
dawning. His book is substantial in content and in format, and the 
length of its index, together with the number of its footnotes, suggests 
that it has been written for serious students. In England, however, 
some readers at least who come under this head will be repelled by the 
author’s slipshod and occasionally even ungrammatical constructions, 
by the colloquialisms of his phraseology, and above all by the inade- 
quacy of his translations, which seldom fail for long to recall Spanish 
idioms imperfectly rendered. On the other hand, Mr. Brandt has 
read widely and collected much documentary material which, if not 
always as well arranged as one could wish, is at least made available to 
the general reader. Such frequent misprints as Macia, [Cardinal] 
Sigura, [Ortega y] Gassett, etc., suggest that much more care might 
have been taken over the book’s production. 


Qe eS a es 


Mr. Greaves’ little book gives us an interesting and suggestive com- 
mentary on the Constitution of 1931, which is unfortunately marred 
by an introductory chapter full of prejudice and misrepresentation and 
not entirely without errors of fact. I have never yet, for example, 
met the ‘‘ Spanish liberal” to whom the events of 1931 represented a 
“final achievement ” (p. 7), nor have I seen any authority for the 
statement that the Pact of San Sebastian “ envisaged a union of self- 
governing republics with a strong federal authority in Madrid ”’ (p. 9). 
These generalisations, like the description of the Institucién Libre de 
Ensefianza as “ the first liberal university ’’ and the translation of 
ampliaci6n as “‘ promotion ”’ (p. 8), are no doubt due to insufficiency 
of knowledge. But the same cause can hardly be attributed to the 
scandalous statement that Cardinal Segura, ‘‘ when they [sc. the King 
and the Dictator] had gone, beat a hasty retreat to the Vatican, from 
which—it seems—he was promptly ordered back to his post ”’ (p. 12). 
| What really happened was that the Cardinal was forced by the Govern- 
ment to leave Spain, and later, on making a courageous, though 
possibly mistaken, attempt to return to his post, was arrested and 

exiled permanently. Several other statements in the same paragraph 
are equally incorrect ; even the well-known anti-clericals to whom, in 
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a preface, the author expresses his indebtedness would hardly have 
ventured to write them. 


The third book in this list is a much safer guide to the Spanish 
situation and is written much more objectively. Belonging to a series 
entitled ‘‘ Les Constitutions de l'Europe Nouvelle,” it has more 
material to discuss than can properly be dealt with in so small a space, 
but by printing in small type its documents and summaries of docu- 
ments (all of them translated into French) it contrives to answer a good 
many questions which are commonly asked to-day, though inevitably 
it raises many more. E. ALLISON PEERS. 


39. THE FALL oF A THRONE. By Alvaro Alcalé-Galiano. Translated 
by Mrs. Steuart Erskine. Foreword by Lord Howard of Penrith. 
1933. (London: Thornton Butterworth. 8vo. 256 pp. Ios. 6d.) 


THERE is an important street in Barcelona which is said to reflect, 
in the various names that have been given it, the entire history of 
Spanish politics since it was first made. That street is rather a pathetic 
symbol of the sway of reaction in Spain: the Avenida Alfonso XIII 
of yesterday is the Avenida Alcala Zamora of to-day—and who knows 
what of to-morrow? Could some régime or some government arise 
which would stop the pendulum-swing of a century’s duration, the 
peace which Spain so much desires might be sighted. 

This book, it is to be feared, will do nothing to hasten that time 
and, though it is, no doubt, well that readers abroad should hear some- 
thing of the views of both the opposing parties in Spain, it may be 
regretted that their informant from the Right is not more moderate 
in his expressions of partisanship. He gives the Republic no good 
word. Madrid, which is being magnificently transformed under the 
new régime, signed “‘ her own death-warrant ” in helping to introduce 
it. All, in fact, who voted Republican, committed “ irremediable 
foolishness ’”’ and have suffered “‘ bitter deception.”” Such a conclusion 
can only be arrived at by suppressing all mention of the remarkable 
programme of reforms which the Republic has carried out in two years 
—and this is exactly what the author, on his last pages, does. Nor is 
he fairer to individuals. The President of the Republic, for example, 
is ‘the notorious pro-German . . . with his crew of Socialist dema- 
gogues.”” But Dr. Marajién is his blackest béte noire—a “ clever 
doctor,’ with a “ pernicious social influence,” a ‘‘ wise opportunist,” 
a “‘ consummate actor ’—‘‘ I have, unfortunately, no doubt as to his 
lack of sincerity.” The imputation of unworthy motives to political 
opponents is one of the least pleasant features of the book: Azorin 
appears as a turn-coat who has “ not forgotten that . . . His Majesty 
forgot to praise his works’; Maura enjoys “ the hour of triumph in 
which his personal desire for vengeance had been satisfied ’’; Ossorio 
y Gallardo, “by an extreme spiritual perversion . . . habitually 
betrays the party or the ideal which he pretends to support.” 

Enough has been said to make clear the tone of the book, and if 
we add that its judgments are as biassed as its epithets, it will be realised 
that it is not suitable material to put before the uninformed student 
of Spanish politics. It might be described as an antidote to the works 
of D. Gonzalo de Reparaz (the father, not the son), whose entertaining 
diatribes from the opposite camp have not yet been translated into 
English. In its original form, it is regarded merely as one of the many 
partisan contributions to the war of words so characteristic of all 
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Spanish politics. Provided it be recognised as such by those who read 
it in translation, no great harm is done by its intemperateness. Possibly 
one of those “ impartial historians of the future ’’ whom its author 
invokes may soon arise in this country to tell us the full and unpre- 
judiced story of the Spanish Revolution and Second Republic. 

E. ALLISON PEERS. 


40*, BRIEFE AN MASARYK. By “ Viator Secundus.” 1933. (Heidel- 
berg: Biindischer Verlag. 8vo. 212 pp. Rm. 3.) 


A SERIES of open letters to the President of Czechoslovakia, their 
purpose being to point out inconsistencies between Masaryk’s own 
idealistic works and the present practice in Czechoslovakia, for which 
the anonymous writer makes Masaryk, to a large extent, personally 
responsible. It cannot be called a successful work. To the friends of 
the Republic and its President it will appear as mere mud-slinging, 
while those who look for sensational scandals will be disappointed by 
the inordinate proportion of verbiage, the general absence of support 
for most of the assertions, and the demonstrable inaccuracy of some 
of them, which casts a doubt on the accuracy of the rest. P.K 


41*, MEMORANDUM ON THE ECONOMIC PROBLEMS OF THE DANUBE 
STATES. (Austria, Hungary, Roumania, Czechoslovakia, Yugo- 
slavia and Bulgaria.) By Elemér Hantos. Presented by the 
Mitteleuropa-Institut (Vienna), the Union Douaniére Européenne 
(Paris) and the Cobden Club (London) to the World Monetary 
and Economic Conference, London, 1933. 1933. Budapest: 
Atheneum. (Enquiries to be addressed to Baron Ervin Sarkotic, 
Secretary General of the Mitteleuropa-Institut, Wien I., Herren- 
gasse 2.) 27 pp. 

42. LE DANUBE MARITIME ET LE REGLEMENT DU DIFFEREND RELATIF 
AUX COMPETENCES DE LA COMMISSION EUROPEENNE SUR LE SEC- 
TEUR GALATZ-BRAILA. By Voyslav M. Radovanovitch. 1933. 
(Brussels: Falk Fils. 8vo. 72 pp., bibl.) 

in this paper, which is reprinted from the Revue de Droit International, 
Dr. Radovanovitch presents a learned and critical analysis of the Advisory 
Opinion (No. 14) of the Permanent Court which denied the Roumanian 
claim to exclude the jurisdiction of the European Commission over the 
upper sector of the Maritime Danube. H. A. S. 


43.* THE DEVELOPMENT AND WORK OF THE CORPORATE ORGANISATION. 
Extract from The News Notes on Fascist Corporations, Nos. 11-12, 
November—December 1932. (Rome: Ministry of Corporations. 
50 pp.) 

44*. IL CONSIGLIO NAZIONALE DELLE CORPORAZIONI. By Giuseppe 
Bottai. 1932. (Milan: Mondadori. 8vo. 418 pp. Lire 30.) 


THOSE who are not very familiar with the development of the 
Corporate State in Italy should first read this extremely clear pamphlet 
issued by the Ministry of Corporations, to see what has been done, and 
should then read Signor Bottai’s book to see how the system was 
evolved and how it is working. The first part of J/ Consiglio Nazionale 
delle Corporazioni contains a selection of Signor Bottai’s speeches and 
articles dealing with the creation of the Corporations and of the Council 
of Corporations, and three speeches by Signor Mussolini on the work 
of the Council. The second part provides most valuable documenta- 
tion in the debates in the Chamber and the Senate on the introduction 
of the necessary legislation, quotations from all laws and “ orders in 
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council ” governing the activities of the Council and the Corporations, 
and the texts of the first economic collective agreements which dealt 
with the sale of milk in Rome and the economic rights of the employees 
in insurance companies. Those who believe that Signor Mussolini is 
able to change the whole economic and legislative system of his country 
by a wave of his hand, should study the care and labour with which 
this new organisation has been built up. Months were spent in con- 
sultation and discussion so as to secure the support of the majority of 
those concerned, but even so when the necessary Bill was introduced 
into the Chamber it underwent considerable amendment in Committee. 
Signor Bottai’s book is essential to the understanding of the new 
political theory and system in Italy. MurIEL CurREY. 


45. SO THIsIs POLAND. By F. W. von Oertzen. Translated by T. R. 
Clark. 1932. (London: Allen and Unwin. 8vo. 288 pp. 
Ios. 6d.) 


In the first chapter of this book, the author deplores the fact that 
German historical text-books show so little appreciation of the Polish 
point of view regarding the partitions of Poland. This seemed a pro- 
mising start ; but we cannot say that So This is Poland will do much to 
help Germans or anyone else to understand the Polish attitude to the 
events of the past fifteen years. Herr von Oertzen relates the history 
of post-War Poland with few important inaccuracies on matters of 
fact, but with little attempt to rise above the ordinary level of anti- 
Polish propaganda. JoHN HEATH. 


46*. DEUTSCHLAND ZWISCHEN WEST UND OsT. By General von Seeckt. 
1933. (Hamburg: MHanseatische Verlag. 8vo. 45 pp. Rm. 
1.50.) 

Endeavours to prove, by well-worn arguments, that Germany’s foreign 
policy should be based on cooperation, not with western Europe, but with 
Soviet Russia. .H. 


U.S.S.R. 


47*. LENINISM. By Joseph Stalin. Translated by E. and C. Paul. 
2 vols. 1933. (London: Allen and Unwin. Vol. I, 7s. 6d.; 
Vol. II, 12s. 6d.) 

48. Moscow DiaLocuEs. By J. F. Hecker. 1933. (London: Chap- 
man and Hall. 8vo. xvi-+ 285 pp. 8s. 6d.) 


“WITHOUT a revolutionary theory,” wrote Lenin in 1902, “‘ there 
cannot be a revolutionary movement.” This doctrine of the im- 
portance of having a theory, so foreign to English empiricism, has 
permeated the Russian Revolution; and the interpretation of the 
Leninist scriptures has already produced a substantial body of litera- 
ture. The two volumes entitied Leninism contain not a systematic 
treatise, but a series of pronouncements by Stalin, as the authorised 
interpreter of the official doctrine, ranging in date from 1924 to 1931. 
They are an invaluable storehouse of material for the student. But 
what may strike the general reader most is the unqualified acceptance 
of Lenin as the inspired source of revolutionary wisdom. Stalin seldom 
thinks it worth while to argue that the policy which he is advocating 
or refuting is good or bad; he considers the matter clinched when he 
has demonstrated that it is in accordance with, or contrary to, the 
teachings of Lenin. 

But despite this apparent rigidity, Leninist doctrine as expounded 
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by Stalin admits a large measure of opportunism; and we are tempted 
to suspect that material can be found in the ample compass of Lenin’s 
collected works in support of almost any course of action at any given 
moment. Thus Lenin could be invoked as an advocate of the policy 
of rural collectivisation, and a few months later quoted with equal 
facility to justify a slackening of the “tempo.” But alas! if we turn 
to a party report by Stalin dated May gth, 1925, we find that, at that 
remote period, Stalin was quoting Lenin to bolster up the argument 
that “ our main task is not to kindle the class-war in the villages,’”’ but 
to win over the “ middle peasants’ by kindness to the proletarian 
cause. Lenin was on many occasions a self-proclaimed opportunist. 
Stalin has inherited his opportunism, but combines it with a quasi- 
religious attitude to Lenin’s utterances going far beyond the party 
allegiance which Lenin gave to the teachings of Marx and Engels. 
Both volumes are excellently translated, though the verb “ to 
upbuild,” which occurs frequently, is unknown to most English 
dictionaries. 


<n 


eee ee a a ae ere 


Moscow Dialogues is an ingenious attempt to popularise Marxist 
and Leninist doctrine by embodying it in a series of imaginary con- 
versations between an orthodox Soviet philosopher called “‘ Socratov ”’ 
and a party of American tourists. There are very few people who 
possess both sufficient knowledge of the subject and sufficient under- 
standing of non-Russian mentality to present Soviet philosophy in a 
readable form to a foreign audience. Dr. Hecker, who is—or was— 
an American citizen, is one of these few; and we should therefore be 
grateful to him for his book. Some readers may, however, be inclined 
to feel that the popularisation has been rather overdone, and that 
Socratov’s straightforward exposition need not have been so often 
interrupted by the banal comments or heavy-footed humour of his 
interlocutors. JouHN HEATH. 


49*. WRECKING ACTIVITIES AT POWER STATIONS IN THE SOVIET 
Union. The Case of N. P. Vitvitsky, V. A. Gussev, A. W. Gregory, 
Y. I. Zivert, N. G. Zorin, M. D. Krasheninnikov, M. L. Kotlyarevsky, 
A. S. Kutuzova, J. Cushny, V. P. Lebedev, A. T. Lobanov, W. L. 
MacDonald, A. Monkhouse, C. Nordwall, P. Y. Oleinik, L. A. 
Sukhoruchkin, L. C. Thornton, V. A. Sokolov, charged with : 
Heard before. the Special Session of the Supreme Court of the 
U.S.S.R. In Moscow, April 12-19, 1933. Translation of Official 
Verbatim Report. 3 vols. 1933. (Moscow: State Law Pub- 
lishing House. 8vo. 290, 280, 234 pp. Roubles 1.50 each.) 


NEAR AND MIDDLE EAST 


50. IsLAM AND MODERNISM IN Ecypt. By Charles C. Adams. 1933. 
(London: Oxford University Press. 8vo. x- 283 pp. 
7s. 6d.) 

READERS of Lord Cromer’s Modern Egypt will perhaps recall his 
rather diluted appreciation of Sheikh Muhammad Abdu and his school, 
the former ‘“‘a somewhat dreamy and unpractical but, nevertheless, 
genuine Egyptian patriot,” the latter ‘‘ the Girondists of the Egyptian 
national movement.” Dr. Adams has now made the remarkable 
personality and legacy of this man more fully known to English and 
American students—only eighteen years after it had been done in 
No. 4.—VOL. XII. x 
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German, and eight in French. For this ‘“ dreamy and unpractical 
patriot,”’ who, in the teeth of bitter opposition, reformed the teaching 
at al-Azhar and the practice of the native tribunals, created the Muslim 
Benevolent Society, and unleashed a literary revival in Egypt, is a 
figure of much more than local significance. The depositary and 
mouthpiece of the revolutionary agitation conducted by the Afghar 
Jamal ad-Din, he deflected its current into a vigorous programme of 
social and religious reform, which is one of the living forces not only 
in Egypt, but throughout the Muslim East to-day, while, on the other 
hand, it was as intimate associate and devoted disciple of this 
“ Girondist ” that Sa’d Zaghlul began his career. Dr. Adams not only 
expounds Muhammad Abdu’s teaching in detail, but goes on to trace 
its effects in the present religious and intellectual life of Egypt, and a 
close study of his book cannot be too urgently recommended to all 
those who read, and even more particularly to all who write, about 
Egyptian affairs. H. A. R. Gra. 


51. L’ INSTITUTION DU MONOPOLE DU COMMERCE EXTERIEURE EN PERSE. 
By Ali Amini. 1932. (Paris: Rousseau et Cie. 8vo. iii + 
194 pp. 25 /rs.) 

IF this book is not a thesis for a degree in law or economics, it bears 
the hall-marks of that type of composition. The author begins at the 
Beginning (he carries us back to the Sassanian kings) ; he discusses at 
slow length the abstract theory of the protective tariff; he traces, 
down the centuries, its application in many lands, and particularly to 
the foreign trade of Persia. In all this there is nothing new, even to 
the most meagrely informed. Not until the middle of the book does 
he touch upon the matter in hand. 

The title of the book suggests that the Government of the Shah 
has adopted the Soviet system whereby the State reserves for itself the 
monopoly of foreign trade. 

Although in the law of February 25th, 1931 (both in the Persian 
text and in the French translation), the phrase “‘ monopoly of foreign 
trade ’’ is used, no such monopoly has, in fact, been established. As 
the author points out, the more proper phrase would have been “ control 
of foreign trade.” For the Persian Government did not seek by this 
law to substitute governmental for private trading. By establishing 
a system of licences for imports and exports it sought to maintain a 
favourable balance of trade, and thereby to steady the rate of exchange 
of the vial. 

The system established by the monopoly law is simple in its essence, 
although in practice it has necessitated the promulgation of a number 
of confusing ordinances and amendments. In brief, it provides that 
no goods may be imported unless goods of an equal value have been 
previously exported. Thus, when a shipment is made, the exporter 
must obtain a certificate from the custom house declaring that he has 
exported goods of sucha value. This certificate permits him to import 
foreign goods for an equal amount. If the exporter does not wish to 
make use of his certificate, he can sellit toan importer. As the demand 
for these certificates is greater than the supply (for, excluding mineral 
oil, Persia normally buys more abroad than she sells), these certificates 
command a premium in the open market. The premium varies with 
the demand between ro per cent. and 25 per cent. of the value of the 
certificate. 

The effect of this premium on costs will be readily understood. 
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The exporter who receives a premium of 25 per cent. on a shipment 
of goods from Persia will deduct the amount of the premium from their 
cost. He is therefore able to sell his goods abroad at a correspondingly 
low price. This accounts for the fact that Persian carpets have been 

. selling at such abnormally low prices. Conversely, the importer who 
has paid a premium of 25 per cent. for the right to import foreign goods 
into Persia must add the amount of the premium to his costs. Thus 
the Persian peasant has to pay a correspondingly high price for his tea, 
his sugar, and his cotton cloth. 

The book is useful as an exposition of the so-called monopoly law 
and of the subsequent ordinances and amendments connected with it ; 
but this end could have been comfortably achieved in a pamphlet of 
twenty pages. A. C. EDWARDS. 


52. THE TRAGEDY OF AMANULLAH. By Sirdar Iqbal Ali Shah. 1933. 
(London: Alexander-Ouseley. 8vo. xiv + 274 pp. 18s.) 

It is some advantage to have a picture from an Afghan pen of the 
lurid decade of Afghan history under Amanullah, but this book hardly 
does justice to its subject. It approaches fulness only in the accounts of 
Amanullah’s first and last years, while the history and analysis of his 
projected reforms in the intervening years is meagre and remarkable only 
for the bitterness of its tone. Except for loose translations of a number 
of documents there is little in this book that is not already easily accessible 
elsewhere. H. A. R. G. 


53. LA REORGANISATION DU CONSEIL D’ETAT EN SyRIE. By Michel 
Sabea. 1932. (Paris: Leroux. 8vo. 80 pp.) 

A brief account of the composition and procedure of the Syrian Council 
of State in the time of the Emir Faisal and its emasculated counterpart 
under the mandatory régime, followed by a detailed ‘‘ projet de réforme ”’ 
on the model of the Conseil d’Etat of the French Republic, which would 


be more valuable if the author had accompanied it by a commentary. 
H. A. R. G. 


FAR EAST AND PACIFIC 


54. JAPAN UND DIE JAPANER. By K. Haushofer. 2nd Ed. 1933. 
(Leipzig u. Berlin: B. G. Teubner. 8vo. viii+ 240 pp. Rm. 
9.60.) 


TuIs is a book of exceptional merit. It is neither a history nor a 
guide-book nor a “ travelogue.” It is an essay in what the author 
calls ‘‘ Volkskunde,”’ a study of the various elements, human and other, 
which have gone to make up the national unit known as Japan. It 
has something in common, therefore, with Lafcadio Hearn’s famous 
Interpretation, only that was a personal record adorned with grace 
and colour, and this is a scientific analysis, that reads like an official 
report. The distinguishing superiority of the Japanese people is to be 
found, says Herr Haushofer, in their achievements as artists and as 
statesmen. Since the Imperial Restoration (1868), it is pre-eminently 
in statecraft that Japanese originality and creative genius have shown 
themselves. In this sphere and at certain periods of their history, 
they have appeared to be, next to the Romans and the English, the 
most gifted of all people. 

The Manchurian advance, therefore, should not be regarded as a 
movement blundering and blind, induced by an accident of political 
pressure. It is part of the logical growth of the country, and is in 
accordance with the physiological situation of Japan and the historical 
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development of its population. Yet this expansion is not due merely 
to stress of over-population; it is a 

““making-room for the future . . . a deliberate action based on geographical 
policy, an effort of racial and imperial will, for which a return to the old harmoni- 
ous equilibrium of island race and island state has become impossible, and for 
which there can now be only two alternatives—Forward or Backward.” 


No foreign country can stop Japan by military or naval action in 
her own Far Eastern Area; and “‘ economic pressure” would lead 
straight to actual war, a war in which all initial advantage would be 
in favour of Japan. Only her own moderation, therefore, her “‘ respect 
for spiritual limits ’’ can restrain her career of conquest and expansion 
in “ the strongest reaction which has yet manifested itself against the 
Europeanising of the world.” 

But it is not on the Continent of Asia that Herr Haushofer foresees 
the eventual empire of Japan; the Chinese race are too preponderating 
in numbers and persistence. He compares the present situation with 
the period of the English expansion in France during the Middle Ages. 
He believes that, in the distant future, Japan’s destiny will provide 
her with the vast maritime empire of the Pacific, embracing Hawaii, 
the Philippines, the East Indies, perhaps Australia itself. But, for 
the moment, Manchuria is “ the life-line of Japan.” 

The book is well illustrated with photographs, maps, statistical 
tables and bibliography. P 


55*. CAREERS FOR STUDENTS OF CHINESE LANGUAGE AND CIVILIZATION. 
Edited by Lewis Hodous. 1933. (Chicago: University of 
Chicago Press, for American Council of I.P.R. London: Cam- 
bridge University Press. 8vo. 65 pp. 5s. 6d.) 

Short essays on the various careers that are open to students of Chinese 
language and civilisation, stressing the need for widespread, accurate and 
sympathetic understanding of China on the part of intelligent men and 
women and the importance of the work to be done in these fields, as well 
as the practical opportunities for advancement. 


LATIN AMERICA 


56. LA REPARATION DES DoMMAGES CAUSES AUX ETRANGERS PAR DES 
MOUVEMENTS REVOLUTIONNAIRES. Jurisprudence de la Com- 
mission Franco-Mexicaine des Réclamations (1924-1932). 1933. 
(Paris: A. Pedone. 8vo. xv + 226 pp.) 

57*. THE DIPLOMATIC PROTECTION OF AMERICANS IN MExico. By 
Frederick Sherwood Dunn. 1933. (New York: Columbia 
University Press. London: Humphrey Milford. 8vo. vii + 


439 Pp. 33s. 6d.) 

THE Revolutionary Period in Mexico which lasted from 1913 to 
1920 necessarily involved many instances of personal injuries to 
foreigners and damage to their property, and conventions were estab- 
lished between Mexico on the one hand, and Great Britain, France, 
Germany, Italy and Spain on the other, to deal with the claims of the 
nationals of the latter countries against Mexico. The first of the above 
books, which is of more interest to the student of international law 
than to the general reader, deals with the work of the Franco-Mexican 
Claims Convention, and is really a record of four test cases, the decision 
of which, it was hoped, would govern the greater part of the claims 
under consideration. Of those cases, that of Pinson occupies more 
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than 150 closely printed pages, and the hearing lasted for about four 
weeks, while the final award only amounted to 5,500 pesos or about 


£500. 


Mr. Dunn’s book is the second volume to ‘‘ Mexico and her Foreign 
Creditors,’ in a series of studies on Mexico in International Finance 
and Diplomacy conducted under the auspices of the Columbia Uni- 
versity Council for Research in the Social Sciences, which was reviewed 
in the July 1932 number of this Journal. It is a survey of the Diplo- 
matic Relations between the United States and Mexico from 1825 to 
the present day, based on a very thorough examination of the diplo- 
matic correspondence between the two governments, and of the records 
of the proceedings of the claims commissions established between them. 
Though there is a monotonous sameness running through the large 
number of cases examined, justice appearing generally to be on the 
side of the American claimants while the Mexican Foreign Office almost 
invariably gets the last word in the controversies, they are so well 
described that it is possible for a reader to sustain his interest through- 
out. In the later chapters the strange and almost unintelligible 
attitude of President Wilson towards Mexico is carefully and shrewdly 
analysed, and the position of the Oil Controversy is brought up to date. 
The author is to be congratulated on the strict impartiality which he 
has succeeded in maintaining throughout the book. 

The results of the work of the Claims Conventions have been 
lamentably exiguous. For instance, of the claims submitted to the 
General Claims Commission between the United States and Mexico 
which sat for seven years, amounting in number to over 3,600, only 
148 were heard and acted upon. Ifa moral is to be deduced, it is that 
the foreigner in Mexico, with a claim against the Government, would 
do well to avoid the Claims Commissions. VINCENT W. YORKE. 


58. THUNDER IN THEIR VEINS: A Memoir of Mexico. By Leonie B. 
Moats. Edited by Russell Lord. 1933. (London: Allen and 
Unwin. 8vo. 279 pp. 10s. 6d.) 


UNLIKE much present literature on Mexico, which has been written 
on the strength of a short visit of weeks or months to the country, 
this is the record of the experiences of a lady who has lived almost 
continuously in the country for the last twenty-five years, and has 
throughout that time of stress and convulsions been in touch with all 
the events and acquainted with most of the principal actors. It bears 
the impression of truth throughout, and has its value as a historical 
document. Like most foreigners who have resided for any length of 
time in the country, she shows strong affection for its customs, its 
people, and almost for its institutions. Her picture of the charm and 
inscrutable nature of the Indian, and of the artistic worth of his handi- 
crafts, is well and truly painted. VINCENT W. YORKE. 


59. E1cHtT REPUBLICS IN SEARCH OF A FuTuURE. By Rosita Forbes. 
1933. (London: Cassell. 8vo. xii+ 340 pp. 8s. 6d.) 


A YEAR’s travelling in all the republics of South America except 
Colombia and Venezuela has provided Mrs. Rosita Forbes with the 
material for this book. As a study of the region traversed it must be 
regarded chiefly, but not wholly, as an impressionist picture; and as 
such it must be rated high. Its great merit—and it is no small one— 
lies in the faculty which the author possesses in a fortunate degree of 
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condensing the gist of a situation in one or two telling phrases. Her 
comments, made in this manner, are often shrewd and frequently 
significant, and this gives the book a value much above the ordinary 
record of travel. Her general impressions are vividly clear, and in 
the main correct, even if her informants seem to have gone out of their 
way at times to-supply her with irrelevant and sometimes misleading 
tales. But in recording the impressions of travel, clarity covers a 
multitude of sins. 

The book shows a magnificent contempt for the spelling of proper 
names, but this, in a work with so many other merits, is perhaps of 
little moment. More disturbing are errors of fact. The population 
of Peru is not “ approximately eleven million ” (p. 256), but a little 
over six by the maximum official estimate. To say that “ the meztizo 
(sic), as I have seen him, is as cruel as the sixteenth-century Jesuit,” 
is an unintended libel on the latter. Such a statement as “‘ Nobody 
in South America wants to be well governed ” is hardly fair; it would 
be more accurate to say that few prefer efficiency to liberty. 

It is quite clear from Mrs. Forbes’ generally excellent study that 
South America should be judged less by what she is than by what she 
is moving towards. The title of her own work reveals this. With 

- this main impression in mind, the book should not be read in a hurry. 
The style makes for vivid presentation of individual incidents, but 
does not assist consecutive reading. K. GRUBB. 


INDIA AND CEYLON 


60*. INDIA AND THE WHITE PaPER. By Sir John Perronet Thompson, 
K.C.S.I., K.C.I.E. 1933. (London: Macmillan. 8vo. vii+ 


47 pp- Is.) 

In four short chapters Sir John Thompson presents a summary of 
the events of the post-War period in India. He explains the exact 
nature of the constitutional changes now proposed and of the safe- 
guards subject to which it is proposed to introduce them. In his view 
the first of the safeguards provided by the new constitution is the added 
responsibility which it will lay on the shoulders of Indian leaders and 
statesmen, many of whom have already proved their capacity in all 
the varied spheres of public life. Sir John answers with particular 
care and thoroughness the objections to the transfer of law and order 
to Indian Ministers and shows that on this point official opinion in 
India has been and is still unanimous in accepting the recommendations 
of the Simon Commission. 

In his answers to objections and criticisms the author seems to be 
concerned chiefly to refute the charges of ‘‘ abdication’ and “ sur- . 
render ” made by Conservative critics. The principal Indian objections 
are recited but hardly discussed: though there is an admission that 
the advance now in prospect must leave India quite a stage or two 
short of the recognised goal of Dominion Status. 

There is indeed nothing in the White Paper to show that its authors 
had in their minds any conception of the nature of those final stages. 

F. G. PRATT. 


61*. CEYLON UNDER BritTIsH RULE, 1795-1932. By Lennox A. Mills. 
1933. (Oxford University Press. 8vo. vi-+ 3II pp.,map. 15s.) 


Dr. MILLs tells us in his preface that Ceylon for the greater part 
of the period that it has been under British rule has had no history in 
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the old-fashioned sense of the term, but instead of this a record, in 
part administrative and in part economic. This may or may not be a 
correct view; certainly the result of it is to make of Dr. Mills’ book a 
series of essays, sometimes connected and sometimes disconnected, on 
the history, administration and economics of Ceylon. In four chapters 
(II to V) is contained a nearly continuous story of the Maritime Pro- 
vinces from the conquest in 1795 to the establishment of Crown Colony 
Government in 1811. Three chapters (I, IX and X) deal with early 
embassies to Kandy (1762-1795), with the conquest of that kingdom 
(1798-1815) and with its revolts (1818-1850). Three chapters (VI to 
VIII) are essays on the administration of the Island. The longest of 
these (VI) sets out in detail the history of the Civil Service in its various 
branches—administrative (central and provincial), clerical, judicial 
and technical, and gives details of its strength and classification, and 
of pay, pensions and other conditions at different times, laying emphasis 
on the effect of reasonable conditions of service on efficiency. The 
second essay on administration (Chapter VII) is concerned with the 
Governor of Ceylon, and sets forth the powers of that official at various 
periods and the guidance in the exercise of those powers he received 
from the standing and special instructions issued to him by the Secre- 
tary of State, from the advice of the Executive, and later of the Legis- 
lative, council and from public opinion expressed through the press or 
through the House of Commons; it also discusses the constitution and 
duties of the councils and the responsibilities of their members. 
Except for an occasional footnote, these subjects are only treated down 
to 1867; the chapter is supplemented, however, by an appendix in 
which the terms of the Commission and of the Instructions issued to 
the Governor appointed in 1872 are set forth im extenso. Another 
chapter (VIII), which may also be considered an essay on adminis- 
tration, is devoted to four aspects of native policy, namely, the treat- 
ment of the mudaliyar or native official at different times; the associa- 
tion of the Government with the Buddhist Church; the measures taken 
for the irrigation of the country by successive Governors, and the 
attempts made from 1856 onwards to restore the old native jurisdiction 
of the Gansabhawa or village council. The two essays on economics 
which constitute Chapters XI and XII relate to growth and decline 
of the cinnamon trade and of the cultivation of coffee during the nine- 
teenth century and also to improvements in communication in that 
period. 

The twelve chapters of which the contents have been roughly sum- 
marised are, according to the author, almost entirely based on his own 
investigations. These we should imagine were conducted for the most 
part in London, and we have no doubt as to their thoroughness and as 
to the accuracy of their results. The authority is given for every 
statement and often many authorities for a single statement. Open- 
ing the book by chance at page 58, we found that the first nine lines of 
Chapter VI were supported by no less than eighteen references. 

For the final chapter of the book “‘ the writer was under the dis- 
advantage that his residence in Minnesota prevented him from consult- 
ing the sources of information at present available.” It describes the 
evolution of Ceylon from 1889 to 1932. A very brief account of the 
Ceylonese movement for constitutional reform is followed by quota- 
tions from the report of the Donoughmore Commission of 1927-28 and 
these by a summary of the main provisions of the constitution, largely 
based on their recommendations, which finally came into force in 1931. 
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If carefulness and accuracy are the chief merits of Dr. Mills’ work, 
the main weaknesses of his book are the disproportion of its parts and 
the inconvenience of its arrangement. It would, we think, have been 
easier to read if the political, administrative and economic accounts 
of each successive period could have been brought into closer relation 
to each other. In respect of the other weakness of the book—the 
disproportion of its parts—we will not dwell on the fact that only 
twenty out of 271 pages are given to the last forty-three of the 137 
years of British Rule in Ceylon, as an explanation of this is contained 
in the preface already quoted. Some details and figures in the long 
chapter on the Civil Service might have been omitted without disad- 
vantage, and on the other hand a few tables or charts indicating move- 
ments of population, revenue and expenditure, shipping and trade, 
might well have been added. There should have been some reference 
to the attempts to decentralise administration by the creation of new 
local authorities. It would have been convenient if the historical 
chapters had been preceded by an account of the country and its people, 
and if a little more had been said of how these had been affected by 
the rule of the Dutch that had preceded that of the British. Two 
minor defects remain to be noticed. The index is not a complete one ; 
a test of one heading—“ Languages, in Civil Service ’’—showed seven 
fewer references than there should have been. Footnotes, sometimes 
of moment, are lost in the cloud of references that fill the lower part 
of the pages where they occur. 

In spite of the structural faults in the book, which may have been 
unduly emphasised here, the writer of this review, who had occasion 
to make some study a few years ago of Ceylon under British Rule, 
wishes that Dr. Mills’ book had then been in existence. 

M.N. 





CORRESPONDENCE 
To The Editor, International Affairs. 


DEAR SIR, 

Your reviewer is mistaken in saying, in the review on page 420 of 
International Affairs, that Dr. Kohn makes no mention in “ Nationalism 
in the Soviet Union” of the fact that Stalin was Commissar for 
Nationalities in the first Soviet Government. The fact is stated on 
page 49 of the book. 

As for the “repression of Georgian nationalism,” has there been 
any? There was repression of a Georgian Republic that permitted 
itself to be used as a link in the imperialist chain forged to suppress 
the Bolsheviks. 

Yours faithfully, 
E. W. DICKEs. 
52 Milford Drive, 
Levenshulme, 
Manchester. 


28.5.33.- 











